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VERTICAL BOOM 
DITCHER 


_ eS) | SAVE ON JOBS 
“Saw A ey ‘ma (| LIKE THESE: 


Highway Widening 

Sewer, Water and Gas 
Distribution 

Pipe Line Construction 

Airport Drainage 

Uncovering Joints 

Placing Conduit Tile 

Building Foundations 

Farm Tiling 

Grave Digging 


DIGS CLEAN.... 
MILLING ACTION... 


OVERLOAD RELEASE... 


Only Barber-Greene offers so many proved ing action that cuts through coral, frozen ground, 
ditcher advantages to save time and money on caliche and other formations that completely 
all trenching operations. For instance, the Ver- stop other ditchers. 
tical Boom means a compact, easily maneu- Another time- and money-saving feature is 
vered machine: digs straight down, right up to the exclusive B-G overload release that slips on 
walks, foundations, underground pipes, etc. ... overload and automatically resets itself until 
digs all the ditch ... no expensive handwork re- the obstruction is removed or the operator stops 
quired. The Vertical Boom stays down — the machine—and then it re-sets itself for continued 
harder the digging, the harder the buckets hold operation, protecting machine, hidden mains, 
it down. Cuts trench to 8’-3" depth, 24” wide. cables, etc. 

Self-cleaning “kick-out” buckets operate in a Plan to put the advantages of the B-G Model 
vertical plane... produce the famous B-G mill- 44-C to work for you. 


Barber-Greene 


Aurora, Illinois, U.S.A. 
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Astoria Statio » 


With More 
BaW Pressure-Fir 
Boilers 





One of two Pressure-Fired B&W Boilers installed 
at Astoria. This dry-bottom, Radiant Reheat Type 
unit incorporating B&W Divided-Furnace construc. 
tion, has a design pressure of 2050 psi. Super. 
heater outlet pressure and temperature are 1850 
psi and 1000 F, with reheat to 1000 F. Designed 
steam output ranges between 1,200,000 and 
1,370,000 Ib per hr, depending upon type of fuel, 


Astoria Generating Station of Consolidated Edison Co. which will 
ultimately have a generating capacity of about 1,000,000 kw. 





oes on the Line 


lew from foundations to stacks, Astoria Station of the 
onsolidated Edison Co. of New York, Inc. represents 
considerable advance in steam-electric power generat- 
ng facilities. Significant features of this modern station 
nclude Pressure-Firing, one boiler-per-turbine, Cyclone 
eam Separators for natural circulation, extra-fast start- 
hg of boiler and turbine, above-normal-capacity auxil- 
ries, and automatic shut-down protection. 


ressure-Fired Boilers 

he two Pressure-Fired B&W Boilers are the largest 
nits in the world without induced draft fans. Pressure- 
iting was selected for this station on the basis of serv- 
e-proved economies and advantages. These include: 


1. Greater efficiency due to elimination of air infil- 
tration with consequently lower stack loss. 


. Elimination of cost of induced draft fans with 
attendant controls, foundations, and ducts. 


. Savings in installed kilowatts for auxiliaries. 
Savings in operating power needed for fans. 


. Reduced maintenance due to elimination of in- 
duced draft fans. 


. Smoother operation, simpler controls, and easier 
starting with only forced draft fans. 


atural Circulation with Cyclone 
Steam Separators 


B&W Cyclone Steam Separators in the steam drum do a 

w0-fold job. Separation of circulating water from steam 

§ virtually one hundred per cent, thus assuring a high 
circulating head at all 
times. In addition, the 
Cyclones, in conjunc- 
tion with steam scrub- 
bers, help maintain tur- 
bine efficiency and re- 
duce turbine mainte- 
mance by delivering 
steam of extremely 
high purity. 


Building Saving with 
Divided-Furnace Construction 


The simple B&W Divided-Furnace construction make: 
it feasible to achieve the required furnace cooling 
face without an excessive increase in building volum 
Substantial savings in steel work and other structurs 
components are made possible. 


Type EL Pulverizers and Multi-Fuel Burner 


Each unit is served by 

five B&W Type EL Pul- 

verizers which utilize the 

ball bearing principle of 
gtinding. There are 22 P| 
circular burners suitable | 
for use with oil, gas, or 
coal on each unit. Low 
maintenance is an out- 
standing feature of the 
EL Pulverizer which has 
long-life grinding ele- 
ments made of a special 
abrasion-resistant materi- see 

al. Designed for ease of operation and simplified con 
trol, this design of pulverizer satisfies every requiremen 
for economical, efficient direct-firing of pulverized coa 
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These and many other B&W engineering advances de 
veloped to increase the efficiency of steam generatiog 
are providing satisfactory and economical central-statiog 
and industrial service in plants across the country. 


We will be glad to discuss them in terms of your futu 

plans for boiler replacements or additional plant. Fo 
a detailed description of the features incorporated ig 
Consolidated Edison’s new Astoria Station, write fo 
Bulletin 3-560. The Babcock & Wilcox Company, Boile 
Division, 161 East 42nd Street, New York 17, N. Y. 


BOILER 
DIVISION 









“i of the puzzling aspects about the 
difference of opinion between econo- 
mists on the business outlook is the gen- 
eral expectation that the price level will 
not go down very much—recession or no 
recession. Thus, even though general 
business production, employment, income, 
and profits should recede up to 5 per cent 
below the record-breaking peak of 1953, 
few economists predict that there will be 
more than a modest amount of price read- 
justments downward. Most seem to ex- 
pect that whatever slack develops is more 
likely to be taken up in curtailed produc- 
tion, except in highly competitive lines 
such as retail consumer goods. 


For public utility companies, the out- 
look for any degree of saving in things 
they must buy to build or operate plant 
and system facilities is not very bright. 
Some tax relief, perhaps. But utility pay- 
rolls, construction, and maintenance costs 
will probably be exceptional during the 
year 1954 (as compared with other busi- 
ness) by showing total increases rather 
than decreases. This is because of the 
constantly increasing volume of necessary 
public utility operations, keved to popula- 
tion growth and related dynamic factors. 
This is another way of saying that for 
public utilities, inflation is more or less 
here to stay. Since public utility rates are 
based on plant investment and operating 





PAUL W. MCCRACKEN 





AN. 21, 1954 


wth the Colter 









& 


SAMUEL H. CROSBY 





expenses, the likelihood of a continued 
high plateau in the price level—compared 
with the prewar level of 1939—poses some 
important regulatory questions. 


W uy does this result necessarily follow 
for public utilities? We realize, of course, 
that the old maxim about “What goes up 
must come down” has never been true 
historically, for the past century. The 
general level of prices has always edged 
upward over a long enough span. And 
public utility properties, which are built 
to operate during a fairly long life span, 
must naturally absorb this differential be- 
tween original investment and increased 
replacement cost somehow during the 
intervening period, through earnings 
derived from fixed rates. 


B" there are apparently special reasons 
at this particular time why the pres- 
ent high price structure cannot deteriorate 
as it did in the early thirties. Built-in 
high wages and other operating costs and 
government monetary policy can be ex- 
pected to prevent any substantial price 
deterioration approaching a return to 
prewar levels. At any rate, that is the 
view taken by Proressor Paut W. 
McCRACKEN of the University of Michi- 
gan, School of Business Administration, 
in his article “The Present Price Level 
Is Here to Stay,” which begins on page 81. 




















You may find 


a fresh approach... 


‘Tackling utility company problems daily . . . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 
investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET -; NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,200,000,000 


WittiaM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

























PAGES WITH THE EDITORS (Continued) 


Dr. McCracKEN is a native of Iowa 
and a graduate of William Penn College, 
Oskaloosa, Iowa, and a graduate of Har- 
vard University (MA and PhD). He 
has taught at Berea College, Kentucky 
(1937-40), and has been a special econo- 
mist with the Department of Commerce 
(1942-43) and the Federal Reserve Bank 
of Minneapolis (1943-48) where he 
directed research. He joined the faculty 
of the University of Michigan in 1948 
and is the author of a number of studies 
and works on business and government 
economics and monetary policy. 


eee opening article in this issue is our 
usual New Year outlook by FRANCIS 
X. WELCH, editor of this publication. It 
was deferred to the second issue of the 
New Year because of the anniversary fea- 
tures in our previous issue. Since Mr. 
WE CcH’'s article is devoted almost entirely 
to the analysis of business-government 
relations in Washington for the coming 
year, our usual department, “Washington 
and the Utilities,” is being omitted from 
this issue. It will be resumed. 


tet H. Crospy, for many years trial 
examiner for the commission (1939- 
44), tells us about the “Phillips dilemma.” 
(His article begins on page 90.) The 
dilemma arises from the fact that this type 
of jurisdiction which the FPC wished to 
avoid in its original opinion in the Phillips 
Petroleum Case, has been thrust upon it 
by the action of the U. S. Supreme Court 


E. A. COMBATALADE 


FELIX J. REHMAN 


refusing to review a lower court decision 
reversing the commission’s order. 


* * * x 


— utility district can some- 
times teach the utility companies 
something about public relations and this 
account of the experiences of the Sacra- 
mento district contains interesting details. 
E. A. CoMBATALADE and FELIx J. 
REHMAN of the Sacramento Municipal 
Utility District have written the inside 
story of a local customer survey which 
produced satisfactory results. (See article 
beginning on page 99.) 


Mr. CoMBATALADE is a graduate of the 
University of California and Columbia 
University (MA; Phi Delta Kappa). 
After brief teaching experience before 
entering military service in World War 
II, he joined the staff of the Sacramento 
Municipal Utility District in 1946 as its 
director of public relations. 


FELIx J. REHMAN has been adminis- 
trative analyst of the district since 1948. 
He was born in New York city, educated 
abroad, and attended the University of 
Illinois and Columbia University (BS, 
29; MS, ’32). He has had financial Wall 
Street experience, teaching experience, 
and service with the OPA in Washington, 
D. C., during World War II before join- 
ing his present organization. 


THE next number of this magazine will 
be out February 4th. 











RIGHT in front of you-printed on the tape 


The Remington Rand Printing Calculator figures, prints and 
proves at one time. No need to copy and re-run figurework ... 
simply sight-check the tape for instant proof of accuracy! 


THE PRINTING CALCULATOR 


It’s really two machines in one—versatile printing calcu- 
lator and high speed adding machine. This Remington Rand 
Printing Calculator multiplies, divides, adds and subtracts 
with exclusive touch-method speed made possible by the easy- 
to-learn, easy-to-use 10-key keyboard. 


For a free copy of Booklet AC639, containing a detailed 
description of the Printing Calculator as well as its applica- 
tion to your figurework problems, write today to Remington 
Rand, Room 1684, 315 Fourth Avenue, New York 10. 


Remington. Frand 





Coming IN THE NEXT ISSUE 


* 


INTERIOR'S VIEW OF THE PREFERENCE CLAUSE 


Increased attention has been directed toward the so-called public agency “preference 
clause'' which is contained in several of the federal statutes dealing directly with the 
sale of power generated at hydro dams built and operated with money provided by 
the taxpayer. Clarence A. Davis, solicitor of the Interior Department, reviews these 
federal laws and dwells at length upon the controversial right of municipal, state, 
co-operative, or other so-called "public bodies'' to a proposition of federally gen- 
erated power constantly increasing with the demand of preference customers. He 
sets down on the record what he believes the rights of public bodies should be, and 
what they are not, in a timely expression of the department's views. 


WOULD A TV CONGRESS IMPROVE DEMOCRACY? 


Congress has shown a reluctance to the popular move to televise its deliberations. 
Certain traditional and practical obstacles have been raised to prevent indiscriminate 
televising of sessions on the floor of either chamber, and in certain of its committee 
operations. What these obstacles are, their soundness, and the chances of their being 
overcome by careful educational work are interestingly told by a well-qualified writer. 
He is Frank C. McNaughton, formerly the Time-Life-Fortune chief of Capitol Hill ob- 


server-reporters. 


FLORIDA'S RATE ADJUSTMENT PLAN 


The question of escalator clauses is always of interest to public utility companies. 
Perhaps one state where it has become a paramount consideration is the state of 
Florida. There the regulatory commission recently authorized fuel adjustments, state- 
wide, to be applied to residential customers’ rates. An on-the-spot account of the 
plan is presented by C. E. Wright of Jacksonville, Florida, in a brief but very worth- 
while analysis. 


GAS REGULATION BY COMPACT? PART Il. 


In the second part of his article on gas regulation, former FPC Examiner Samuel H. 
Crosby explores his suggestion that a solution to the problem of federal versus local 
regulation of natural gas production and gathering may be found through appropriate 
use of the interstate compact commission form. He discusses the existing Interstate 
Oil Compact Commission, composed of representatives from 21 member states, and 
the possibility that members of the FPC could be designated, ex officio, representatives 
of the federal government. It is a topic which will be discussed widely throughout 
this year. 


* 


A | Special financial news, digests, and interpretations of court and com- 
SO... mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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‘The R&s prescription is easy to take, its action. willis than any 
other inethod and the cost af Teast 50% less than. doing your own bill 
analyses. If you use a punched card system of billing, we have complete | 
facilities to prepare your analyses, either from your cards or a listing of : 


We are always available for consuliation—no- charge—write or 


RECORDING. & STATISTICAL CORPORATION - 


“Bring your figures up to date — bring them toR & 3" 
100 Sixth ere nae ° * New York 13, N.Y. 
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Association. 


Dan THORNTON 
Governor of Colorado. 
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Chief economist, National 
Industrial Conference Board. 
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“There never was in the world two opinions alike.” 


—MOoNTAIGNE 











Chalmers Manufacturing Company. 


“Everybody wants more state aid but nobody wants 
to pay more taxes.” 





“An understanding of people is the solution to all 
our economic troubles.” 


* 


“The future of the country relies on people having 
confidence in business and owning a part of it.” 


ha 


“Human progress is achieved as man finds a way of 
starting things himself without waiting for ‘something 
to happen.’ ” 

* 


“We cannot achieve a unified, strong America by 
government edict, and it cannot be obtained by centraliza- 
tion of government in Washington.” 


¥ 


“Our federal tax laws have grown until they have 
become a regular crazy-quilt patchwork that defies the 
most competent tax experts to interpret.” 


* 


“The nation’s price system is the great bureau of 
standards for this country and we don’t need the inter- 
vention of government to decide these things.” 


* 


“If we look far enough ahead, we are compelled to 
develop atomic energy. There is no other way to close 
the widening gap between energy reserves and future 


requirements.” 
> 


“The vital key to continuing prosperity is mass pur- 
chasing power. There is only one effective way of ac- 
complishing that—maintenance of high level employ- 
ment at high real wages.” 


* 


“Tf the forces of competition occasionally prove pain- 
ful, such aches fall in the category of growing pains. 
It is out of competition that growth comes. It forces 


us to be efficient.” 
© 


“No new round of inflation now seems to be on the 
horizon. Most of our economic thermostats are now 
higher than at any time in the nation’s history—with 
the possible exception of the forced draft upon man 
power and other resources under the artificial pressures 
of World War IT.” 
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HERE are just a few of the many outstand- 
ing utility industry applications of the 
White 3000—America’s most advanced 
motor truck. 

Everywhere ...every day... the utility 
industry is saving many hours of time... 
cutting costs... adding efficiency because 
of this new kind of truck, tailored to 
exact applications of a wide variety. 

Get the full story from your White 
Representative. 


Re atte 
aes 


HITE MOTOR COMPANY - Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 





REMARKABLE REMARKS—( Continued) 


H. E. Luepicke 
Editor, The Journal of Commerce. 


G. W. WEBER 
Manager of personnel and human 
relations, Doehler-Jarvis division, 

National Lead Company. 


WILLIAM S. BEARDSLEY 
Governor of Towa. 


THEODORE R. ISERMAN 
New York attorney. 


James J. NANCE 
President, Packard Motor 
Car Company. 


F. J. Ber 
Executive vice president, National 
Automobile Dealers Association. 


DonaLD R. RICHBERG 
Washington attorney. 


CHARLES A. THOMAS 
President, Monsanto Chemical 
Company. 


ANCHER NELSEN 
Administrator, Rural Electrification 
Administration. 
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“There is danger . . . of stagnation if we listen to those 
who believe that business fluctuations can or even should 
be eliminated once and for all—even if it takes the fed- 
eral government to do it.” 


> 


“The first thing you must understand about people 

. is that you can’t change human nature. This is im- 
portant because we do not manufacture with machines ; 
we manufacture with people.” 


. 


“When the federal government collects 80 per cent 
of the tax revenue, it is up to the federal government 
to pull 80 per cent of the load. To attempt to cut the 
American economy into 48 segments is ridiculous.” 


> 


“Unfortunately, there are plenty of politicians in and 
out of the government, not necessarily all of whom 
come from my own state, who favor chasing the will-o’- 
the-wisp labor vote through the jungles of labor leaders’ 
demands.” 

¥ 

“Our one big weakness is in distribution, the con- 
veyor belt between production and consumption. The 
newer generation of businessmen must learn the art of 
distribution and the older generation must relearn it. 
This is not an insurmountable task.” 


¥ 


“Management must devote more time and energy and 
considerably more thought to methods of educating to- 
morrow’s presidents. Human relations is the core of the 
managerial wheel and every aspect and element of man- 
agement radiate from that central core.” 

¥ 

‘|The manager of business should be] ready, willing, 
and able to fight for his right to the power, which he 
should swear to himself he will not abuse. He has but 
one choice in the future. He must be a ruler of free 
enterprise in a land of free men or he will be a slave 
of political rulers in a land of tyranny. In that choice 
lies the future of business management and within it 
lies the destiny of America.” 


¥ 


“It was unfortunate that we had to start the atomic 
age under secrecy and government monopoly. The ques- 
tion is then, by 1975 will this new science bring more 
freedom, more industry, more profits to individuals and 
to industry, or will it do just the reverse and give more 
power to the state, which brings it more controls, more 
regimentation, more loss of individual freedom?” 

¥ 

“REA is a servant of the people and their representa- 
tives in Congress. The continued success of our efforts 
will be measured in terms of our contribution to the 
improvement and expansion of rural telephone service. 
To this end, I believe firmly that we have an obligation 
to observe and follow carefully the directives of Con- 
gress. One of the recommendations Congress made to 
us in providing our appropriations for the current fiscal 
year is that we should actively encourage the private 
telephone industry to extend service in rural areas.” 
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INNEAR Steel 
tolling Doors... 


1. Overhead crane rails, extending only an inch or two 
bm face of door, can’t interfere with door action. All over- 
ad space is available for hoist, crane and conveyor equipment. 


2. All floor space around Kinnear Rolling Doors is fully 
able at all times. 


13. No sacrifice of space on narrow loading platforms 
h Kinnear Rolling Doors. They need no room inside or 
side the building for opening and closing action. 


14. Windows can be placed right next to Kinnear Rolling 
Ors a they are never blocked off when the doors are 
rated, 


5. Supports or other superstructure can be placed close 
sides, front and top of Kinnear Rolling Doors—inside or 
tside the building. 


6. Light from overhead fixtures is never blocked off by 
near Rolling Doors, they coil compactly above the opening. 


7. Wind can’t blow Kinnear Doors back and forth, or 


a4 them. Edges are anchored in steel tracks from floor 
ceiling! 


















































8. Kinnear Rolling Doors open straight upward, coiling 
completely out of the way of traffic, safe from damage. 


9. The opening is cleared from jamb to jamb and floor 
to lintel. No projecting edges or parts to obstruct opening. 


10. A continuous curtain of strong interlocking steel slats 
gives you extra protection against fire, theft, intrusion, wind, 
weather and accidental damage. 


11. Kinnear smooth, upward action is ideal for time- 
saving motor operation, with convenient remote control. 
Rugged Kinnear motor operators do the trick. 


12. Kinnear’s interlocking steel slat curtain is rugged and 
longer lasting. Slat surfaces are heavily zinc-coated by the 
hot-dip process, and a special Kinnear Paint Bond is applied 
to assure lasting paint adhesion. Any number of slats can be 
individually replaced if accidentally damaged. Lower mainte- 
nance costs! 

You get many other advantages in addition to those high- 
lighted above in Kinnear Rolling Doors. They are built any 
size, with motor or manual operation. Easily installed in old 
or new buildings. Write for complete information or 
recommendations. 


The KINNEAR Manufacturing Co. 


, Factories: 
Fields Ave. 1724 Yosemite Ave. 
Columbus 16, Ohio San Francisco 24, California 


Offices and Agents in All Principal Cities 












ls communicatio 






really working 









SE puibedaein Lace oad 


one chaetteg bao 













AUTOMATIC 


SRS 





A complete line of communication 
equipment for the power industry: 


P-A-X Business Telephone Systems 


Lenkurt Carrier Telephone 
and Telegraph Systems 






Lenkurt Microwave Radio 
Communications Equipment 
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A. you getting all the economies, all 
the operating efficiency, that modern 
communication facilities can give you? 


Just ask your communications superin- 
tendent! 


Ask him about P-A-X Business Tele- 
phone Systems—the modern automatic 
telephone systems now owned and used 
by 70 of the leading power companies in 
the country. Ask him about “carrier” 
and about “microwave” radio—the eco- 
nomical ways to extend communication 
channels where you need them, when 
you need them, without costly wire-line 
construction. . . . Ask him to tell you 
about Automatic Electric Company. 


Communications men throughout the 
power industry know Automatic Electric 
as the makers of P-A-X Business Tele- 
phone Systems. With P-A-X, many power 
companies are discovering efficiency un- 
imagined befare—simply by separating 
their load of “inside” telephone calls 
from their volume of outside calls—by 
handling all “internal” communication 
over a separate system of P-A-X auto- 
matic telephones! And when P-A-X Sys- 


tems are connected by microwave and 
carrier channels to link stations along 
the line, these same efficiencies are in- 
creased many times! 


Originator of the automatic dial tele- 
phone system, Automatic Electric has a 
background of sixty years’ experience in 
communication. Here is an organization 
of communication specialists, ready to 
work with your organization—to make 
communication work for you, as it is 
doing for many others! 


Your communications officials probably 
know the Automatic Electric representa- 
tive; or just call us at HAymarket 
1-4300 in Chicago. 


Widespread 
operations of a 
leading oil company 
are knit together 

by a P-A-X 
Business Telephone 
System. Write for 
your copy of the 
illustrated 12-page 
result story. 
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Makers of Telephone, Signaling and Communication 





® 
Apperatus . . . Electrical Engineers, Designers and Consultants 


Distributors in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
in Canada: Automatic Electric Sales (Canada) Limited, 26 Hollinger Road, Toronto 13, Ontario 


Export Distributors: International Automatic Electric Corporation, Chicago 








Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A, just off the press, reports the activities of the 
Commission during the 10-year period subsequent to the publication of the 
original volume in 1943. All decisions in so-called “leading cases” have been 

made the subject of special editorial com- 
ment and interpretation. 





Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case (all decided in 1952) 


are explored at length in editors’ notes. 
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This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 


and in commission regulation in general. 
MAIL YOUR ORDER TODAY TO 
PUBLIC UTILITIES REPORTS, INC., Publishers 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 












































| This advertisement appears for purposes of record only. Contracts, negotiated by the undersigned, have been entered into 
for the private placement of these securities, which securities have not been and are not being offered to the public. 


NEW ISSUE 


$5,050,000 


Upper Peninsula Generating Company 


First Mortgage Bonds, 444% Series 
Due September 1, 1984 





Kidder, Peabody & Co. 





50% of the capital stock of Upper Peninsula Generating Company is owned 
each by The Cliffs Power &8 Light Company (subsidiary of The Cleveland- 
Cliffs Iron Company) and Upper Peninsula Power Company. 

The plant of Upper Peninsula Generating Company is to be 
located in Marquette, Michigan. 


December 31, 1952. 
































These securities were placed privately by the undersigned. These securities have not been and are not being offered 
for sale to the public, and this announcement appears as a matter of record only. 


NEW_ ISSUES 


Upper Peninsula Power Company 


$1,000,000 First Mortgage Bonds 
452% Series Due October 1, 1983 


$1,500,000 544% Debentures 
Due October 1, 1973 


45,000 Shares of Common Stock 
(Par Value $9 Per Share) 





Kidder, Peabody & Co. Paine,Webber, Jackson & Curtis 


December 31, 1953. 
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Bae control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficiency in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation _ with relatively low-cost equipment. Using a Cottr 
pioneered the first commercial application of the for the final clean-up insures unusually high | 
now-famous Cottrell Electrical Precipitator to re- _ covery efficiency — approaching theoretically p: 
cover suspensions electrically, and this equipment fect, if desired. Thus, the CMP combines hi 
is still unsurpassed in its field. recovery efficiency with low total cost . . . and,{ 

Subsequently, to provide efficient fly ash recovery shown in the chart above, has the further adva 
for low cost installations, Western Precipitation also 
pioneered the first small tube mechanical recovery 
unit — the Multiclone Collector — and this unit 
promptly gained widespread recognition for the practically uniform at all boiler loads. 
new efficiencies it brought to mechanical recovery . ae 
processes. At low boiler loads the recovery efficiency of 

Combination Multiclone-Precipitator Unit. From the Cottrett is Righest, wie wet of the canal 
these years of experience gained in both Cottrell clone romthes Hs maximum at high boiler loads. 
and Multiclone installations, Western Precipitation a iy SEND ae Te See Se ee 
recently offered another new development — the oh ie Me San, he Sey aere 
CMP Unit — a unit that combines in one compact remains almost flat whether the boiler load is 
installation many of the best features of both elec- 
trical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
through a Multiclone section where the heavier However, it is important to remember that ful 
materials are removed mechanically. benefit of the CMP principle can be obtained onl 

The partially-cleaned gases then pass through a__ by a proper balance between the mechanical an 
Cottrell section where the very small particles are __ electrical sections to fit the individual requiremen| 
removed electrically. of each individual installation. And no organizatio 

This arrangement offers several advantages im- is better equipped to provide this critical “knov 
portant to public utilities. Removing the heavier how” than the organization that provides integrate 
particles by the Multiclone process permits the responsibility for Cottrell, Multiclone and CMI 
bulk of the recovery operation to be performed methods... the Western Precipitation Corporatiog, 


low or high. 


This unique background of x- | Western Precipitation Corporatio! 


perience in the solution of fiy 
ash recovery problems is avail- DESIGNERS AND 


MANUFACTURERS OF EQUIPMENT F OF 
able from our office nearest you. COLLECTION OF SUSPENDED MATERIALS FROM GASES &_ LIQUIDS 
May we give you more complete Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNI 
details? Chrysler Bldg., New York 17 « 1 N. La Salle St. Bldg., Chicago 2 ¢ 1429 Peachtree St. N.E., Atlatl 
Hobart Bldg., San Francisco 4 © Precipitation Co. of Canada, Ltd., Dominion Sq. Bldg., Montre 








PERFECT 


aa Every feature of a Q-Panel is a 
i __esitable fexenre for pores 
& Delahanty, Associate Architects. construction .. . which explains why Q-Panels 
: have captured the powerhouse market. 

Q-Panels go up fast—50 sq. ft. in 9 minutes. A 
small crew quickly attaches the panel to the steel 
framework. Little blocks don’t pile up fast. It’s 
much quicker to hang a wall than to pile it up. 
Q-Panels provide a maintenance-free exterior; 
they are available in a variety of materials for 
exterior finishes, depending on their availability 

at time of ordering. 
A Q-Panel is an insulated metal sandwich, only 
3” thick but with insulation value greater than a 

12” masonry wall. 

The striking fluted surface of Q-Panels is nowa 
familiar sight on powerhouses from coast to coast. 


Write for Q-Panel Catalog 


H. H. ROBERTSON CO. 


Factories in Ambridge, Pa.; Hamilton, Ontario; Ellesmereport, England. 


2404 Farmers Bank Building P, Offices in ALL Principal Cities 
Pittsburgh 22, Pennsylvania ef in the U.S.A. and Canada 


World-Wide Building Service 


lowa Public Service Co., Eagle Grove, lowa 
Designed and built by lowa Public Service Valley Authority Watauge Project Note clean, quick, dry, safe, 
Engineers and J. F. Pritchard & Co. Elizabethton, Tenn. curtain-wall construction. 
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WORLD’S HIGHEST-VOLTAGE SHUNT CA- 
PACITOR BANK at Bonneville Power Admin- 
istration’s Albany, Oregon substation. View 
shows one of the two outdoor open rack-type 
capacitor banks, rated 16,200 kvar, 124 kv. 
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FIRST HIGH-VOLTAGE BANK completely supplied by General Electric ONE OF MANY BANKS installed on Ohio Edison! 
high-voltage lines. This open rack-type installation 


is installed on the system of Appalachian Electric Power Co., Logan, tion 
W. Va. This Pyranol* capacitor bank is rated at 9900 kvar, 46 kv. Port Clinton, Ohio, supplies 5250 kvar, is rated 34 








Approximate total in- 


2 
a 
stalled megavars in 8 
high-voltage shunt ca- Z 
a 
g 
a# 
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pacitor banks vs. years 


DWING POWER NEEDS of New England Electric System 
being met economically by installations such as these two 
ks of 21.6-kv capacitors located at a distribution substation. 


avpapacitor Banks Cut Transmission Costs 


MOMIAN 800,000 KVARS SINCE G-E PIONEERED FIRST COMPLETE BANK IN 1948 


re and more utilities are installing capacitor banks to gineer will be glad to work with you in determining what 
luce voltage drop and to cut power losses on high- portion of your increased load can be economically sup- 
tage lines. Although less than five high-voltage capac- plied by capacitors. Call your nearest G-E Apparatus 
r installations were in existence before 1948, today Sales Office, or write General Electric Co., Section 441-5, 
re than 100 banks have been installed, and at voltages Schenectady 5, N. Y. 

high as 124 kv. By improving voltage levels and reduc- 
b power losses, these banks provide for the transmission 
larger blocks of power. Also, the banks are used to 
pply kilovars for unloading transmission and generat- 
b equipment where customers draw large amounts of 
ovars from the system at subtransmission voltages. 


gn eae 


ce pioneering early high-voltage installations, General 
pctric has supplied a majority of the 800,000 kilovars 
stalled at voltages above 15 kv. The unequalled design 
owledge thus gained enables General Electric to supply 
plete banks for your specific applications, whether 
the field assembled or factory assembled ‘‘building- e 
bck” design. Mi Bi OE a 5h bln a a ll aia ins Soe oe hah we lind: tb aat s 
; WORLD’S HIGHEST-VOLTAGE ENCLOSED BANK (66 kv) su; 
will pay to re-evaluate the use of capacitors on all plies 5950 kvar on Florida Power Corporation system. Blockin 
ts of your system. A General Electric application en- reactors in installation prevent attenuation of carrier signal 


ig trade-mark of General Electric Cos 
Gu Cane fre. (pow confidence mn — 











INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 

GAS CONVERSIONS 


Reports 
Business Surveys 
Appraisals 


Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Commonwealth's specialists—with 
years of experience in financial work, 
engineering, taxes, insurance, and the 
many other phases of today’s business 
activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 


As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


**A man's judgment 
is no better 

than the facts 

at his command...” 


GET THE FACTS! 


We invite your inquiry. Write for our booklet 
describing in detail the many services avail- 
able to you. 


Address: Department E 
20 Pine Street, New York 5, N.Y. 


and subsideaued 

COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 
09 ne Stree, New Yok iN, Y. 

feck. Michigan Wastunglm, DC 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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JANUARY - FEBRUARY 





Thursday—21 


Edison Electric Institute, 
Industrial Relations Com- 
mittee, begins joint meeting 
with personnel administra- 
tion section Southeastern 
Electric Exchange, and 
southwestern personnel 
group, New Orleans, La. 


Friday—22 


Industrial — Electrification 
Council ends 5-day national 
industrial electric heating 
conference, Cincinnati, 
( hio. 


Saturday—23 


Retail Advertising Confer- 
ence begins, Chicago, [I1l. 


Sunday—24 


Mason Contractors Associa- 


tion of America begins 


meeting, Chicago, Til. 





Monday—25 


American Society of Heat- 
ing and Ventilating Engi- 
neers begins annual meeting, 
Houston, Tex. 


Tuesday—26 


Association of 
Co-operatives be- 
Richmond, 


lirginia 
Electric 
gins meeting, 
Ia. 


Wednesday—27 


American Gas Association- 
Edison Electric Institute, 
Taxation Accounting com- 
muttees, begin meeting, Hot 
Springs, Ark. 


(3 


Thursday—28 


National Broadcasting 
Company-Television, A ffili- 
ates’ Executive Committec, 
begins meeting with net- 
work officials, New York, 
NEY: 





Friday—29 


Water Works 
Issociation, Indiana Sec- 
tion, will hold annual meet- 
ing, Indianapolis, Ind. Feb. 
10-12. 


elinerican 


Advance notice. 


Saturday—30 


New England Gas Associa- 
tion, Accounting Division, 
will hold meeting, Boston, 
Mass. Feb. 16. Advance 


notice. 


Sunday—31 


Public Utilitics Advertising 
Association, Region 1, will 
Montreal, 
Feb. Bh 


Advance notice. 


hold meeting, 
Ouebec, Canada, 


FEBRUARY 
Monday—1 





Telephone As- 
begins — annual 
Minneapolis, Minn. 


Minnesota 
sociation 
mecting, 








Tuesday—2 


Kentucky Independent Tele- 
phone 
annual meeting, Lexington, 
Ky. Mar. 2. Advance notice. 


Association will hold 





Wednesday—3 


Edison Electric Institute, 
Meter and Service Commit- 
tec, begins meeting, Dallas, 
Te ae 


@ 





Thursday—4 


Instrument 
America begins annual re- 
gional 
York, N. J 


Society of 


conference, New 





Friday—S5 


Electric 


2-day in- 


Missourt Valley 
Association ends 
dustrial and 

sales conference, 


City, Mo. 


commercial 
Kansas 





























Making Sure of a Good Connection 


Final inspection of 66,000-volt equipment in switchyard at Commonwealth 
Edison Company's Ridgeland station (Chicago 





Public 
tilities 


FORTNIGHTLY 


JANUARY 21, 1954 


The Washington Outlook for 


Public Utilities 


1954 


An analysis of prospective action in Washington by 

Congress and administration agencies, and through- 

out the states, on regulatory matters affecting public 
utility industries in 1954. 


By FRANCIS X. WELCH* 


WoO years ago, the presidential elec- 

tion year of 1952 was given an ad- 
vance billing as the Year of Decision, 

and it was. The people decided in favor of 
President Eisenhower. And the 83rd Con- 
gress, which meets this month in Wash- 
ington, is also the result of that decision. 
One year ago, when the bands were still 
tuning up for the inauguration of the first 
Republican administration in two decades, 
*Editor, Pustic Utititres FortNIGHTLY, Wash- 


ington, D. C. For additional personal note, see 
Pages with the Editors.” 


the year 1953 was given the name of Year 
of Change. There certainly were changes 
made in the past year. They extended be- 
yond a shift in occupancy of the White 
House and in the control of Congress. 
Public utility industries, among others, 
have felt the greatly changed atmosphere 
in Washington. Such changes have come 
in the form of new interpretations of fed- 
eral policies and administrative matters 
touching their interest, rather than in new 
laws or amendments to old laws. 
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But aside from the Washington picture, 
there have been changes in the national 
economy. Emergency controls have van- 
ished, almost without a trace and virtually 
without a sigh of regret. The end of the 
shooting war in Korea has brought a shift 
in domestic production. It has acted as a 
partial break on the inflationary upsurge 
in prices which have plagued utility opera- 
tion since the end of World War II. 

Now comes the New Year, which might 
turn out to be a Year of Application. True, 
there will have to be another decision, on 
another Congress, next November 2nd. 
And the fact that it is an election year 
will tend to color the 1954 relationship be- 
tween the government and utilities, espe- 
cially at the congressional point of contact. 
But new administrative policies, which 
were formulated in the year 1953, still re- 
main to be shaken down by practical ap- 
plication and tested by criticism and possi- 
ble modification in the year 1954. All of 
which is another way of saying that in 
the coming year, just as in 1953, the public 
utilities will be more affected by what hap- 
pens within the administrative branch and 
before the regulatory commissions and in 
the courts, than by what happens in Con- 
gress. 


—~ the congressional front, as a mat- 
ter of fact, there will be the usual 
tendency to put off or put over any really 
controversial decisions which do not abso- 
lutely have to be made in the year 1954. 
Yet the Republican leadership in Congress 
is still faced with the necessity of going 
into the campaign with some kind of a 
record for achievement with respect to the 
over-all Eisenhower program. From the 
Republican point of view, however, this 
does not concern public utilities, as such, 
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to any great extent. The GOP emphasis 
(as the President’s State of the Union 
Message indicated) will be on interna- 
tional agreements, budget, and military 
defense. Domestic regulatory policy will 
take more or less a back seat. 

This picture is quite different from the 
Democratic point of view. Public utilities 
—both gas and electric companies—can 
make up their mind that they will be an 
issue in the coming campaign elections, if 
the Democrats have their way. Perhaps it 
would not be quite accurate to say that the 
entire Democratic party is convinced that 
making an issue out of the utilities would 
be good politics. But the so-called “liberal” 
elements have certainly been stirring their 
political medicine with that objective in 
view. 

Already a rump session of public power 
zealots, assisted by CIO labor union, co- 
operative and farmer union groups, points 
the way along this line. This was an “emer- 
gency meeting” of the so-called Electric 
Consumers Conference, held last month in 
Denver. Addressed principally by former 
New Deal and Fair Deal officials and Con- 
gressmen, the real purpose seemed to be 
political pill rolling. There will be other 
such sounding boards and many floor 
speeches, and insertions of more speeches 
in the record of the second session, on the 
subject of thwarting the revenue ambitions 
of the utility companies, mainly electric. 


Shwe general theme of this election prop- 
aganda line will be keyed to the “‘give- 
away” slogan. The objective would be to 
inculcate the idea, into the voter’s mind, 
that under the Eisenhower administration 
so far, rich oil and natural gas deposits in 
the tidelands have been given back to pri- 
vate interests in cahoots with the coastal 
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Forecast 
] “Reorganization of government agencies.” 
¢ The “normal turnover of jobs will be 
stepped up by reorganization—perhaps approach- 
ing ‘ripper’ proportions.” 
2 “Utility public relations.” It was predicted 
* that all public utility industries would 
make a special effort to consolidate their position 
so as to gain the advantage of less hostility. 
3 “Regulatory legislation.” It was expected 
* that “a flock of bills designed to pin down 
the jurisdiction of the federal commissions” 
would be introduced and some enacted. 


4 “Changes of rate procedure and policy.” 

* Impact of inflation is likely to be sustained 

throughout the year, causing state commissions to 

give more attention to the problem of property 

replacement and the need for higher returns to 

keep investors interested. This is more likely 
to be done by decision than statute. 

5 “Emergency controls. Congress is likely 

* to permit emergency control agencies to 

die a natural death with the expiration of the 

Defense Production Act,” but with some reten- 
tion of powers on a stand-by basis. 


6 “Federal power projects. We can look 
* for better relationship between Interior 
Department and the private utilities, more par- 
ticipation by state and local governments in fed- 
eral power programs now under way. No new 
major federal programs will be started. The pub- 
lic power preference clause is likely to be soft- 
ened, by policy rather than statutory decision.” 


7 “Not much change in taxes.” 


8 “Telephone utility outlook improved. Bar- 

* ring another war outbreak, the utility in- 

dustry should be able to catch up on its ‘held 
orders’ and lagging rate increase cases.” 


“Natural gas services expanded. The 

* coming year should see the controversy 
over New England market and the proposed 
opening of the Pacific Northwest market worked 
out satisfactorily despite present intense rivalry.” 
10 “Transit outlook still gloomy. The transit 
* companies can look forward to the New 
Year with less optimism” than the other utilities. 


| Roughly eight of the following ten predictions 
by Mr. Welch one year ago occurred as forecast. 


1953 PROPHECY 

















Result 
WRONG 


The new administration was able to 
gain control of commissions through re- 
placement of normal turnover. 


RIGHT 
Gas, electric, telephone, and carrier 
industries had a record year of activity 
along this line. 


PARTIAL 
A good many of such bills appeared 
but none was enacted. Several got through 
one branch of Congress. 


RIGHT 


State court decisions in Illinois, Maine, 
and Maryland reaffirmed the fatr value 
doctrine in those states: The FPC’s ex- 
clusive cost-of-money theory was ques- 
tioned in the Eighth Circuit Court. The 
FPC itself began to review gas rate case 


policy. 
RIGHT 


The stand-by extension was very 
limited. 


RIGHT 


RIGHT 


RIGHT 
The nation’s 50,000,000th telephone was 
installed in November. 


PARTIAL 
Pacific Northwest problem remains to 
be solved. 


RIGHT 











71 
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state governments, and that rich natural 
resources in the form of hydroelectric de- 
velopment have been, or are about to be, 
taken out of the hands of the federal gov- 
ernment, and turned over to private com- 
panies. 

Whether the Republicans will be justi- 
fied in ignoring this issue as unimportant 
or ineffectual, or whether the left-wing 
Democrats really have a worth-while talk- 
ing point, is something for the voters to 
decide next November. But for the im- 
mediate future, the effect on Congress will 
be to make both sides of the aisle very 
cautious about tackling controversial util- 
ity legislation. The Republicans do not 
want to give any additional grounds for 
more campaign arguments. The Democrats 
do not want to lose an issue by any legisla- 
tive fait accompli. 


Natural Gas Legislation 


te us consider now the actual prospects 

for specific developments in 1954, in 
the light of the above general background. 
Congressional action, or the lack of it, is 
likely to prove even more exasperating to 
the natural gas and oil producers than to 
the electric utilities. This is the direct re- 
sult of the recent action of the U. S. Su- 
preme Court in refusing to review a lower 
court decision in the so-called Phillips 
Petroleum Company Case. As a result of 
this court action, the Federal Power Com- 
mission is faced with the necessity for tak- 
ing jurisdiction over the independent nat- 
ural gas producers, such as the Phillips 
Petroleum Company. This development 
vindicates the long-range view of Senator 
Kerr (Democrat, Oklahoma), who once 
said that exempting gas producers from 
FPC jurisdiction was too important to be 
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left to an administrative decision which 
later might be reversed. And so he pressed 
for congressional action on a bill in 1950 
which would have spelled out such exemp- 
tion by amending the Natural Gas Act. 
It will be recalled that Congress passed his 
bill, but President Truman vetoed it. 

Senator Kerr was right in his prophecy ; 
but he would probably just as soon not be 
reminded of it. For no one on the Demo- 
cratic side has been more active in trying 
to build up a “giveaway” slogan for the 
campaign than Senator Kerr. Hence, he 
has shown no interest in reviving his 1950 
bill, although he would probably go along 
with it if others carried the ball. 

Will others carry the ball? Governor 
Arn (Republican, Kansas) and Repre- 
sentative Lyle (Democrat, Texas), who al- 
ready has a bill something like Senator 
Kerr’s in the present Congress, are in fa- 
vor of undoing what they regard as the 
mischief of the Phillips dilemma. And so 
we can expect some measure of bipartisan 
support to be developed for the introduc- 
tion of such legislation. But introduction 
is one thing and enactment is another. 


HIS writer does not believe that the 

present Congress will take final action 
on any bill to exempt gas or oil producers 
from the jurisdiction of the FPC as the 
result of the Phillips Case decision. The 
fact is that the so-called “consumer inter- 
est” states, which supported the appeals in 
the Phillips Case, are centered in the 
stronghold of middle western Republican- 
ism. On the other hand, the southwestern 
gas-producing states are mainly Demo- 
cratic. This shows how the so-called “give- 
away” issue actually cuts across party 
lines, as far as the gas industry is con- 
cerned. It also suggests that the issue is a 
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the Phillips Puzzle This Year 


c¢ HIS writer does not believe that the present Congress will take final 

action on any bill to exempt gas or oil producers from the jurisdiction 
of the FPC as the result of the Phillips Case decision. The fact is that the so- 
called ‘consumer interest’ states, which supported the appeals in the Phillips 
Case, are centered in the stronghold of middle western Republicanism. On 
the other hand, the southwestern gas-producing states are mainly Democratic. 
This shows how the so-called ‘giveaway’ issue actually cuts across party lines, 

as far as the gas industry is concerned.” 





phony one and may fall apart for cam- 
paign purposes. 

Less likely to run into complications is 
the House-approved Hinshaw Bill. This 
attempts to correct a U. S. Supreme Court 
decision regarding FPC jurisdiction over 
the other end of the natural gas pipelines 
—the distribution end. The Hinshaw Bill, 
which has already been favorably reported 
by the Senate Interstate Commerce Com- 
mittee, is an effort to get around the court’s 
decision in the East Ohio Gas Company 
Case by relieving intrastate distributors 
from the burden of FPC jurisdiction based 
solely on a wholesale supply originating 
out of state. The bill has the support of 
both the FPC and the National Associa- 
tion of Railroad and Utilities Commis- 
sioners. 


Power Bills in Congress 

N° that the original St. Lawrence 
proposal has been split in two, and 
the power features have been turned over 
to New York state and the Province of 
Ontario, major bills in Congress affecting 
electric power have become scarce. For 
the first time in many years, Congress 
meets without any major federal project 
bills likely to receive serious attention in 
committees or on the floor. Some public 
power bloc Congressmen may revive some 
of the old “authority” bills for home con- 
sumption. But the only probable fight in 
this field involves a proposed private com- 

pany development on the Niagara river. 
The House-approved Miller-Capehart 
Bill, which would give five New York state 
electric companies authority to develop 
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Niagara power, faces some stiff opposi- 
tion. Proponents of the old Roosevelt-Leh- 
man Bill for direct federal development 
have abandoned their own measure. But 
they will probably join forces in the Sen- 
ate with advocates of New York state de- 
velopment, sponsored by Governor Dewey. 

The main trouble with Governor 
Dewey’s proposal is that it does not have 
the support of New York Congressmen of 
his own party. If the Miller-Capehart Bill 
can be brought to an early vote in the Sen- 
ate, it has a fair chance of passage. But 
if it gets bogged down in debate and delay 
the temptation to put it over until after 
the election may prove too strong for final 
action at the current session. 


ania bill of interest to the power 
companies at this time is the admin- 
istration’s proposal to amend the Atomic 
Energy Act so as to allow private compa- 
nies to participate in the nuclear reactor 
projects. Here, again, public power bloc 
Congressmen are threatening opposition 
which will take the form of stalling more 
than anything else. Fortunately, such 
amendments to the Atomic Energy Act 
can be tied in with the administration’s 
generally acceptable proposal for estab- 
lishing an international pool. President 
Eisenhower’s address to the United Na- 
tions on this subject of developing the 
peacetime uses of atomic energy was hailed 
on both sides of the aisle. But it would 
require certain amendments to the present 
Atomic Energy Act. 

So, if the “hailing” mood continues for 
just a little while and the private company, 
as well as the foreign pool, amendments 
can all be wrapped up in one bill and acted 
upon promptly, the way should be clear 
for the private companies to become more 
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active in co-operation with the government 
on peacetime atomic developments. 

As far as TVA legislation is concerned, 
there is none in sight. Last summer Repre- 
sentative Dondero (Republican, Michi- 
gan) sounded out sentiment for amend- 
ing the TVA Act to give municipal plants 
in the Tennessee valley more liberty to run 
their own electric plants. This would drop 
the TVA “sole supplier clause” and make 
other changes in the act looking towards 
more home rule for the municipal utilities. 
But the subject is too controversial for the 
present Congress. 

Less controversial is the bill to relieve 
the Secretary of Interior of the duty and 
power claimed by former Secretary Chap- 
man to authorize new multipurpose proj- 
ects for the Reclamation Bureau. This bill, 
which would restore the right of Congress 
to authorize, as well as appropriate for, 
each new project, has been favorably re- 
ported by the House Interior Affairs Com- 
mittee. Since it is supported by Interior, 
its sponsor, Representative Poulson (Re- 
publican, California), expects final enact- 
ment at this session. 


Appropriation Legislation 


AS these lines were written, President 

Eisenhower’s budget for the fiscal 
year 1955 had not been sent to Congress. 
It was generally understood, however, that 
a cut of about 25 per cent below the cur- 
rent fiscal year would be recommended for 
the Interior Department power agencies 
and Reclamation Bureau. Similar cuts in 
the lending authority for power loans and 
telephone loans were expected in the REA 
recommendations. However, as in pre- 
vious years, Congress may restore REA 
loan authority to approximately the same 
level as the current fiscal year because of 
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Predictions of Events for 1954 


(Here is a summary of the things likely to occur in Washington of special 
concern to the public utility industry.) 

1. Federal gas legislation. The Hinshaw Bill to relieve intrastate gas-distributing companies 
from FPC jurisdiction is likely to pass in the Senate without very much opposition. Efforts 
to exempt natural gas producers will stir up opposition from Congressmen in states which 
have heavy gas-consuming populations. Congress may adjourn without final action on such 
—— to clear up the dilemma created by the court action in the Phillips Petroleum Company 

ase 


. Federal power legislation. The House-approved Miller-Capehart Bill—to permit private 
company development of power at Niagara river—will run into opposition in the Senate. 
The result will be close and the chances for success may depend on getting it to ar early 
vote. The same goes for administration efforts to amend the Atomic Energy Act, so as to 
permit more private company participation. No other major power legislation (private or 
public) in sight for 1954. 


3. Appropriation legislation. Both Interior Department and REA will have total appropria- 
tions cut below the current fiscal year, as far as budget recommendations are concerned. But 
Congress may restore rural electric and telephone loan authority to about this year’s level 
for REA. Attempts will be made without success to put restrictive language in the appro- 
priations bills to forestall more liberal power policy interpretation by both Interior and REA. 


4. Interior power policy. With some modifications Interior Department will continue its inter- 
pretation of the “preference clause” in marketing contracts so as to permit more local and 
private company participation. The expected contract for the sale of power from Clark Hill 
dam in Georgia should be the tip-off. Bonneville Administrator Pearl will stop active promo- 
tion of public power in the Northwest. 


5. REA policy. Administrator Nelsen will continue his efforts to iron out policy difficulties, 
which in the past have blocked co-operation between co-ops and both the private companies 
and telephone companies in making loans. The REA “super co-op” may be upheld in court, 
but actually occupy a less controversial place in the picture through practical loan 


administration. 


6. Communications. Telephone industry starts off the New Year with a troublesome compli- 
cation facing it in the form of possible duplication of facilities on microwave network. 
California has already asked the FCC for rule changes to permit such use for state offices 
on its state network. Small independents will get their bill through Congress, relieving them 
from FCC control of radiotelephone facilities but may have to face an increase in minimum 
hourly wages. The Attorney General’s wire-tapping bill will pass after a hot fight. 


7. Federal Power Commission regulation. The FPC faces a real problem as a result of the 
court action refusing to review the Phillips Case. Commission may have to resort to some 
sort of a field gas ceiling—temporarily at least—to dispose of pipeline rate cases before it. 
It will have to take preliminary steps in regulating the independent producers unless Congress 
clarifies its position, which is unlikely before the end of the year. Private hydro development 
at Hell’s Canyon will get conditional licenses. 


8. Investigations and reorganizations. As far as utilities are concerned investigations during 
the New Year will be most noteworthy in the case of the Hoover Commission and the 
Manion Commission. The latter will report during the year on state and federal government 
regulations. The Hoover Commission, which is expected to go into the matter of federal 
adventures into the power business, will not reveal any findings before the end of the year. 
Congressional committees will snipe at Interior power policy but no general investigation 
is expected. Most of the administration’s reorganization of federal agencies of interest to 
utilities has been completed with little more major change in sight, only cutbacks. 






















































9. State regulatory policy. State commissions and state courts (as distinguished from federal 
courts) can be expected to continue the critical attention noted during the past year given 
to strict adherence to cost formula in rate cases—in view of continued inflation. Rate increase 
petitions will still be large and active in all the utility lines. Only fourteen state legislatures 
meet during the New Year. Utility legislation will not be an outstanding feature of their work. 









10. Tax legislation. In addition to the automatic reduction in corporate income tax, the high 
wartime excise taxes will come in for some downward revision. Telephone and transporta- 
tion utilities may get some relief—possibly as much as 30 per cent—in the high excises on 
monthly bills, long-distance calls, and telegrams, plane, train, and other nonlocal passenger 


fares. 
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the popularity of REA in rural constituen- 
cies. We can look for attempts to write re- 
strictive language in appropriation bills for 
joint Interior Department and REA ac- 
tivities. 

Public power bloc Congressmen are bit- 
terly critical of administrative policies 
which they say have the effect of under- 
mining the “preference clause” for public 
agencies and co-ops buying Federal power, 
and “super co-op loans” (for generating 
and transmission facilities ). This observer 
does not look for any such restrictive 
amendments to succeed. 

The present congressional committee 
leadership is now in the position of using 
the same argument that was often used 
against it, in years gone by. That is, it 
would raise a point of order against any 
attempt to write new legislation in the 
form of an appropriation bill. 


The Interior Department Policy 


W: can expect Secretary of Interior 

McKay to stand firm on his over- 
all proposal of trying to bring about more 
local area or grass-root participation in 
natural resources development. The Mis- 
souri basin power-marketing rules drew 
such fire from the public power bloc that 
they had to be adjusted and clarified. But 
the main idea that the preference clause 
shall not become a dog-in-the-manger 
clause, forever excluding private utilities 
and their customers from participating in 
power supply from federal projects, will 
prevail. 

There will be continued sniping, how- 
ever. On the very last week of the old year 
the House Interior Affairs Committee 
called Interior Assistant Secretary Fred 
G. Aandahl on the administration’s 
controversial power-marketing proposal, 
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which the power bloc in the Senate sought 
to delay. But the policy took effect Janu- 
ary Ist for the Missouri valley despite 
the attacks fostered by public ownership 
lobbies and left-wing political opponents 
of the administration. 

Secretary of Interior McKay has drawn 
a line between the “planning” and “pro- 
motion” activities of the Bonneville Power 
Administration. McKay’s end-of-the-year 
statement was designed to clarify a state- 
ment of Under Secretary of Interior Tu- 
dor that BPA would cease to take an active 
part in regional planning. “Bonneville 
wasn’t planning regional development un- 
der the Democratic administration,” Mc- 
Kay declared. “It was promoting public 
power and that is what is being stopped.” 
McKay emphasized that, under his admin- 
istration, BPA as a “merchandising agen- 
cy” will not promote one group of cus- 
tomers at the expense of another. 


REA Policy 


HE new REA Administrator, Ancher 
Nelsen, has been quietly pursuing a 
line of seeking better co-operation between 
both business-managed utilities and the co- 
operatives in the granting of loans for 
rural electrification and telephone facili- 
ties. So far, he has not run into the organ- 
ized hostility which has followed in the 
wake of Interior Secretary McKay’s policy 
interpretations on power marketing and 
the preference clause. But there is little 
doubt that the public ownership bloc con- 
siders that the day of aggressive promo- 
tion of public ownership and the expan- 
sion of co-operatives with the help of REA 
loans is over, as far as the present leader- 
ship of REA is concerned. 
Administrator Nelsen considers it his 
duty to get the job of extending electricity 
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Current Cost Trend Continues 


be AS far as state regulation is con- 

cerned, we can expect both the 
commissions and the state courts (as dis- 
tinguished from the federal courts) to 
continue their critical examination of rigid 
adherence to cost formula in utility rate 
cases in the light of postwar inflation. Al- 
though the sharp increase in the general 
price curve since 1946 has flattened out a 
little, public utilities are still suffering— 
due to their customary economic lag— 
from the inflation effect.” 




















and telephone service to the farmer over 
with as quickly as possible by the best and 
shortest means possible, with or without 


REA loans. That means that REA may 
soon be entering the simple role of a liqui- 
dating agency for loans outstanding, in 
view of the fact that the farm electrifica- 
tion job is in its final stage. 

The controversial “super co-op” loan 
for generating and transmission facilities 
will still bob up as a problem here and 
there. Pending litigation in the District of 
Columbia courts may result in a legal vic- 
tory for the validity of the “super co-op” 
loan, But case by case, Administrator Nel- 
sen is working out the trouble spots. By the 
end of 1954 we will probably hear less 
complaint about the “super co-op” from 
the private companies. There will be no 
sensational over-all policy pronouncement 
on the subject—simply an effort to get an 
agreement in each situation on its own 
merits. 

Much the same course is being followed 
by the REA in its rural telephone loan 


policy. Its recent action of rescinding the 
largest ($5,500,000) loan made to a co- 
operative in Indiana was based upon an 
agreement turning the telephone proper- 
ties in question back to private enterprise. 
Everybody seems to be satisfied with the 
outcome, except professional promoters of 
co-operatives. 


Communications 


HE problem of getting rate increases 
to offset the economic inroads of post- 
war inflation will continue to plague the 
telephone companies through the year 
1954. But a new problem seems to be bob- 
bing up on the horizon. This is the result 
of the relatively new microwave commu- 
nication technique which can be used by 
far-flung industries for intrasystem com- 
munication. Also, it can be used by state 
agencies for communication with state of- 
fices over state networks, without need for 
using regular land-line telephone or com- 
mon carrier facilities. 
The state of California has pending a 


JAN. 21, 1954 











petition before the FCC for a change in 
rules which would permit that state to use 
microwave facilities for the dissemination 
of agriculture information and other calls 
to state offices for state business. The tele- 
phone industry will doubtless contest the 
use of radio frequencies in this manner as 
long as common carrier facilities are avail- 
able. 

Along the legislative front, there are 
several bills of passing interest to the tele- 
phone companies. One bill, sponsored by 
Representative O’Hara (Republican, Min- 
nesota), would assure the small independ- 
ent telephone companies of their exemp- 
tion from general FCC jurisdiction, not- 
withstanding their use of radio facilities. 
This is a noncontroversial measure which 
passed the House and should get through 
the Senate without difficulty. The tele- 
phone companies will also want to watch 
the language approved by congressional 
committees for Attorney General Brown- 
ell’s wire tap evidence “bill.” Brownell 
will have plenty of trouble on his hands 
getting his bill approved. It will be con- 
fined to espionage and other security cases. 
The telephone industry’s interest lies main- 
ly in seeing that telephone companies are 
not required to do police work or become 
subject to penalties in arguments arising 
out of FBI and other federal investigators 
using wire taps to intercept telephone con- 
versations of spy suspects. 


nia along the same line, interest 
seems to have lagged in the Kefauver 
Committee bills, to outlaw the use of com- 
munication facilities for race track and 
other gambling operations. The present 
outlook is that these bills will be lost in the 
rush to adjourn by June, if possible. 
The United States Independent Tele- 
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phone Association can be depended upon 
to see that the Labor Department and the 
congressional Labor committees do not in- 
advertently wipe out the exemption in ihe 
Fair Labor Standards Act which now pre- 
vails for telephone operators’ wages at 
small exchanges. Labor Secretary Mitchell 
promised the CIO convention a re-exami- 
nation of all exemptions to the act, but he 
probably did not have this particular one 
in mind. Aside from this, however, the 
minimum hourly wage standard is likely 
to be raised by the next Congress from 75 
cents to 90 cents, or even a dollar. 


FPC Regulatory Policy 


HAIRMAN Kuykendall of the Federal 
Power Commission made several 
speeches during the latter part of 1953 
suggesting a re-examination of the com- 
mission’s policy in natural gas rate increase 
cases. The industry has complained that 
the FPC rate of return was too low, that 
an exclusive cost-of-capital measure for 
the rate of return discouraged the indus- 
try’s appeal to investors, and that rate in- 
creases were too long in the process of de- 
termination. The cost-of-capital theory 
was given somewhat of a black eye in the 
Eighth U. S. Circuit Court of Appeals in 
the Northern Natural Gas Case and a pat 
on the back by the Tenth VU. S. Circuit 
Court of Appeals in the Colorado Inter- 
state Gas Company Case. The Northern 
Natural Gas Case was denied review in 
the U. S. Supreme Court. This sends the 
case back to the FPC which now has a 
fresh opportunity to make an overhaul of 
its regulatory policy on rate of return. It 
has liberalized the rate of return to more 
than 6 per cent in one case. Chairman 
Kuykendall said that there would be no 
standard percentage followed, meaning 











that each case would have to be decided 
on its own merits. 

By far the worst headache for the FPC 
in the year 1954 will be the solution of 
the Phillips dilemma—if it can be solved 
at all. As already noted, Congress is likely 
to stall during the current session on at- 
tempts to legislate an exemption for inde- 
pendent natural gas producers from FPC 
jurisdiction, along lines of the 1950 Kerr 
Bill, which was vetoed. That means the 
FPC must take some kind of action, not 
only by way of asserting its jurisdiction 
over the producers, but also in determin- 
ing the proper allowance for field gas ex- 
pense in pipeline company rate cases al- 
ready before it and pressing for decision. 

The commission is likely to try a tem- 
porary expedient to “hold the line” until 
it can make a longer-range analysis of the 
situation, meanwhile hoping that sentiment 
in Congress, one way or the other, will be 
more evident a year from now than it is 
at the present time. The price ceiling tech- 
nique used by the defunct Office of Price 
Stabilization may be a handy way out for 
breaking the rate case bottleneck. 


On the public ownership front, the FPC 
still has a hot potato (got rid of one 
in the St. Lawrence case in 1953) in the 
controversial Hell’s Canyon case. In view 
of the hands-off policy taken by Interior 
Secretary McKay, reversing the propublic 
ownership attitude of his predecessor, ex- 
Secretary Chapman, the FPZ is likely to 
agree to private company development. 
But it will probably take the form of con- 
ditional licenses which will ensure com- 
plete and comprehensive hydroelectric de- 
velopment of the Snake river sites now 
under application by the Idaho Power 
Company. 
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One other tough decision is the Pacific 
Northwest natural gas pipeline license 
where there is rivalry between proponents 
of southwestern and Canadian supply 
sources. The record before the FPC ex- 
aminer has been voluminous. 


The Hoover-Manion Commissions 


| some the past year many Washington 

headlines have been made by congres- 
sional investigating committees, mostly 
from the “Red-riding circuit.” There will 
still be plenty of investigations going on 
in 1954, but a more plodding and studious 
type will make its appearance. The Manion 
Commission to investigate the relationship 
between Federal and state governments 
will make the first report, due in April, 
1954. The Hoover Commission (on reor- 
ganizing the executive branch of the fed- 
eral government) does not have to report 
for more than a year. But some of its task 
committee findings may be available to- 
wards the end of 1954, after the fall elec- 
tions. 

Public utilities will be interested in the 
work of both of these commissions. The 
Hoover Commission will have something 
to say about getting the federal govern- 
ment out of competition with private busi- 
ness, and there is a special task force on 
the work of lending agencies, such as 
REA. The Hoover Commission has such 
a broad charter for its present study pro- 
gram that it can go into background and 
basic philosophy of such things as the Ten- 
nessee Valley Authority. What is more, it 
is quite likely to do so, from all advance 
indications. 

The Manion Commission is working in 
a more limited field. Its discussion on or- 
derly division of tax and other government 
operations between the federal and state 
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orbits will be the main feature. But utilities 
will be interested in what the Manion 
group will have to say about restricting 
federal grants-in-aid for future public 
works programs, if it recommends such 
restrictions. 


State Legislation and Regulation 


ee state legislatures meet in 
regular or budget sessions during the 
year 1954, although there will doubtless be 
some special sessions before the year is 
over. Eleven of these meet in this month 
of January : Arizona, Colorado, Kentucky, 
Massachusetts, Michigan, Mississippi, 
New Jersey, New York, Rhode Island, 
South Carolina, and Virginia. Maryland 
meets in February. California meets in 
March for budget only, and Louisiana 
meets in May. 

As in the past year, we can expect that 
the aftermath of utility rate increases will 
stir up agitation for some restrictive legis- 
lative proposals for rate cases. But it will 
be sporadic, not general, and the results 
(as in 1953) are not likely to be very 
important. 

A red flag is flying out in Idaho in the 
form of an initiative petition being cir- 
culated to authorize the state to go into 
the power, telephone, and other communi- 
cations business. It needs to be signed only 
by 10 per cent of the number of voters in 
the 1950 election for governor to get ac- 
tion. Governor Len Jordan has already de- 
nounced it as “socialistic.” But realizing 
that a good many people will sign anything 
without looking at it, he warned voters to 
pay attention before changing the basic 
structure of their state government. What 
the voters will do remains to be seen. 

As far as state regulation is concerned, 


we can expect both the commissions and 
the state courts (as distinguished from the 
federal courts) to continue their critical 
examination of rigid adherence to cost for- 
mula in utility rate cases in the light of 
postwar inflation. Although the sharp in- 
crease in the general price curve since 1946 
has flattened out a little, public utilities are 
still suffering—due to their customary eco- 
nomic lag—from the inflation effect. There 
will probably be just as many surprises in 
the form of decisions requiring a realistic 
consideration of current costs in determin- 
ing both the rate base and depreciation. 
Litigation in both Massachusetts and New 
York may produce surprises along this 
line. 
Tax Legislation 


OB gwen companies will share with 
others the automatic benefits of the 
corporate income tax reduction from 52 


to 47 per cent. For communications and 
transportation companies, there will be the 
additional possibility of some relief from 
the high wartime excises. The 15 per cent 
tax on monthly telephone bills, the 25 per 
cent tax on long-distance calls, and the 15 
per cent tax on telegrams, plane, train, non- 
local bus and other passenger fares are not 
among those wartime excise tax increases 
which will go off automatically. But they 
are among those which are most unpopu- 
lar with the public, according to opinion 
polls—a fact not likely to be overlooked 
by Congress. 

It would be reasonable to suppose, 
therefore, that in allowing some tax 
relief to the luxury items, a cut (according 
to unofficial suggestions in the neighbor- 
hood of 30 per cent), will be made in the 
levy on the excise tax on these utility 
services. 
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The Present Price Level 
Is Here to Stay 


There are economic reasons why our present high-price struc- 
ture cannot deteriorate as it did in the early thirties. Built-in 
high wages and other operating costs and governmental mone- 
tary policy can be expected to prevent any substantial price drop 
approaching a return to prewar levels. Hence this author’s be- 
hef that distortions and problems caused by the drop in dollar 
value since 1940 must be resolved on that basis by utilities and 
their regulators. 


By PAUL W. McCRACKEN* 


HE price level in recent months has 

been relatively stable, and prices of 

many important commodities have 
been declining. Does this mean that we are 
now on the verge of a downward drift in 
prices which will undo much of the recent 
price inflation? Will the dollar, in other 
words, regain the purchasing power it has 
lost since 1940? If so, the inequities and 
other problems remaining from the great 
price inflation of the last decade will tend 
to disappear as the price level reverts to its 
old “normal” level. If we cannot expect 
_ *Professor, School of Business Administration, 


University _of Michigan. For additional personal 
note, see “Pages with the Editors.” 


the dollar to regain most of the purchas- 
ing power it has lost, we must face up to 
the fact that the old price level is gone, a 
new one is here to stay, and what goes up 
does not necessarily come back down. 


HESE are questions of particular im- 

portance to public utilities, because it is 
quite clear that they have by no means ad- 
justed to the new price level. This point is 
by now generally recognized, but it may be 
useful to restate a few simple facts. The 
price level is now 90 per cent above prewar, 
but telephone rates have risen only one- 
third as much, and the “gas and electricity” 
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component of the consumer’s price index is 
now barely above prewar. Consequently 
profit margins in public utilities have 
lagged far below their traditional relation- 
ship with those of unregulated industry. 
As a result, utility common stock prices 
are only one-fifth above prewar, while 
common stock prices generally are about 
double prewar—pretty well reflecting the 
full rise in the price level. 


emg capital invested in the utili- 

ties is generally large relative to 
sales. And depreciation charges are cur- 
rently failing to account for a substantial 
amount of capital committed during the 
lower prewar price level. Unlike unregu- 
lated companies, public utilities have been 
unable to increase earnings sufficiently to 
cover this understatement of depreciation. 
As capital more and more represents post- 
war investments, depreciation charges and 
therefore recorded costs will rise even if 
the price level generally does not rise fur- 
ther. 

Clearly, therefore, the position of the 
utilities relative to business generally has 
deteriorated since prewar. The resulting 
inequity to utility stockholders, the weak- 
ened ability to compete for capital and 
other productive resources, and the result- 
ing possibility of future service deteriora- 
tion—these are not the point of this article. 

The real point is this: If we are now on 
the verge of a substantial decline in the 
price level, these problems will tend to dis- 
appear. If, however, it is not reasonable to 
expect such a decline, we must face up to 
the fact that the old price level is gone and 
a new one is now here to stay. And these 
problems produced by the great price in- 
flation since prewar must be dealt with on 
that basis. 
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Why Did the Price Level Double? 


HERE is no mystery about why the 

price level has doubled. It has done so 
because the volume of spending and de- 
mand after 1939 or 1940 outran produc- 
tion. Indeed it is usful to think of infla- 
tion not as the rise in the price level but 
as a condition in which there is a surplus 
of purchasing power and spending relative 
to output. 

The rise in prices is therefore the 
result of inflation—the result of this ex- 
cessive spending and demand. 

The period since 1939 illustrates this 
fundamental point. Our gross national 
product in 1953 will be about $370 billion. 
In 1939 it was $91 billion. In 1953 we 
therefore spent about four times as many 
dollars on goods and services as in 1939. 
But during that period we have been able 
only to double our real output. In 1939, for 
example, we produced 53,000,000 tons of 
steel; in 1953 the figure was about 110,- 
000,000 tons. In 1939 farmers produced 
566,000,000 bushels of wheat, compared 
with 1.1 billion bushels in 1952. 

There in a nutshell is the war and post- 
war inflation. Four times as many dollars 
chasing after about twice as much real out- 
put simply forced a doubling of the price 
level. 

Now spending and demand may outrun 
production for a number of reasons. Dur- 
ing a war government spending will almost 
always rise to the point where it puts the 
economy under forced draft. In mid-1950 
consumers and businesses stepped up their 
rate of spending sharply in anticipation of 
subsequent shortages. Speculative situa- 
tions may develop, as they did in 1910-20. 
Apart from these special situations, whose 
effects are in most cases apt to be of fairly 
short-run duration, there are two basic 








matters which deserve special examination. 
These are: the major expansion in the 
money supply; and the major rise in wage 
rates. 


Money and the Volume of Business 


HE “right” size for the money supply 
cannot, of course, be calibrated with 
absolute precision. Apart from serious de- 
pression or boom years, however, the 
money supply (currency in circulation plus 
privately owned bank deposits) has usual- 
ly ranged from 50 to 55 per cent of our 
gross national product (the market value 
of our total output of goods and services). 
In 1941 this ratio was 58 per cent and 
therefore roughly in line with the long- 
run trend. During the five subsequent years 
the money supply, because of the way the 
war was financed, was enlarged much more 
rapidly than gross national product, and 
by 1946 this ratio stood at 75 per cent. We 
had by then a money supply that was sim- 
ply out of line with the size of the econ- 
omy. 

This is just another way of saying that 
the average consumer or business by 1946 
had a larger bank account than was really 
necessary to conduct his affairs. Moreover, 
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the shortages of the war created an addi- 
tional incentive to spend these “surplus” 
funds on new cars, houses, appliances, and 
other things. 

Businesses, unable to meet all these 
demands, began to use their “surplus” 
funds to build new plant and buy new 
equipment in order to expand capacity 
to meet these enlarged demands. Since real 
output could increase only slowly, a good 
deal of the response to this stepped-up 
spending and demand inevitably took the 
form of a rise in the price level. 


B’ 1951 the ratio of the money supply to 
gross national product at 53 per cent 
was once again about in line with the long- 
run trend. But this balance was not re- 
stored because this very active spending 
had reduced the money supply. Dollars do 
not disappear by being spent. They are only 
transferred. 

Balance was restored because our 
“working capital requirements” grew as 
the volume of spending and demand in- 
creased. By 1951 we had, in effect, “grown 
up” to the large, postwar money supply. 
And it is not entirely coincidence that since 
1951 the price level has been more stable. 
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TABLE I 


MONEY SUPPLY AND GROSS NATIONAL PRODUCT 
(Dollar Amounts in Billions) 




















Money Money Supply 
Year Supply G.N.P. = G.N.P. 
TORUS Z9 EVE cb siecisseve $ 46.2 $ 88.1 ‘53 
NOS Hd ciasisecaiterelss 73.4 126.4 58 
GAO oarerScistels ¥ cternicers 157.8 2rit 75 
NOS cedeasetineseve 174.7 329.2 53 
5 192.6 368.0 
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Source: Gross national product: 1929-53, U. S. Department of Commerce; 
1920-28, Paul W. McCracken, “Cyclical Implications of Wartime Liquid Asset 
Accumulation” (Ph.D. thesis on file, Harvard University Library, 1948, pp. 
232-3). Money supply: Federal Reserve. (Money supply is currency outside 
the banks plus total bank deposits adjusted to exclude cash items in process 
of collection, interbank deposits, and deposits of the U. S. government.) 
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Rise in Wage Rates and Incomes 


: ore basic and fundamental reason 

for the major rise in prices since pre- 
war has been the great increase in wage 
rates and incomes. In 1940, according to 
the U. S. Bureau of Labor Statistics, hour- 
ly earnings in manufacturing averaged 66 
cents. 

In 1953 the figure was $1.76. 

These wage increases have had two ob- 
vious effects : 

First, they have increased consumer 
demand, since how much a family spends 
is very importantly influenced by the size 
of the pay envelope. Indeed stepped-up 
consumer demand accounts directly for 
about three-fifths of the total expansion 
in gross national product since 1940. 

This, however, is obvious and need not 
be further belabored here. 

Second, these wage adjustments have 
had an effect on cost levels. This is a mat- 
ter of fundamental importance, and it may 
be useful to explore it a bit. If a company 
pays labor $1 per hour and each man turns 
out ten units per hour, labor costs per unit 
of output are ten cents. Unit labor costs 
might remain unchanged even with a wage 
increase, to say, $1.50 per hour if output 
per man-hour were to rise to fifteen units 
per hour. 

In order to examine what has been hap- 
pening to the trend of unit labor costs, 
therefore, we must measure changes in 
wage rates and changes in output per man- 
hours. 

Information on changes in wage rates 
is readily available. 


me hourly earnings for all industry 
are now somewhat more than two and 
one-half times the prewar figure, as is in- 
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dicated in the accompanying table.’ (See 
page 85.) 


[re and “official” measures of 
changes in productivity or output per 
man-hour are not available. It is, in fact, 
generally agreed that short-run changes 
(from one year to the next) are almost 
impossible to measure with any degree of 
accuracy. Various estimates have been 
made of changes in productivity over the 
long run. Most of these estimates fall 
within a range of 2 to 2} per cent per year. 
The President’s Council of Economic Ad- 
visers, in their annual economic review of 
January, 1950, concluded that during the 
period from 1890-1950 the “Growth in 
productivity averaged about 2 or 2} per 
cent, annually compounded . . .”* The es- 
timates used here are those developed by 
Dr. John Kendrick, presented in a paper 
before the Conference on Research in In- 
come and Wealth of the National Bureau 
of Economic Research, and also used in 
the 1952 steel industry wage hearings. Dr. 
Kendrick concluded from his study that 
from the period 1909 to 1950 there has 
been an average annual increase of 2.1 
per cent in output per 1nan-hour. If this 
trend has continued since 1940, productiv- 
ity or output per man-hour by 1953 should 
have been about 31 per cent above 1940. 
The change in our level of unit labor 


1 Average hourly earnings data do not include an 
allowance for fringe benefits, though fringe benefits 
do obviously add to labor costs. A survey by the 
U. S. Chamber of Commerce of 690 companies indi- 
cated that in 1949 nonwage costs averaged about 16 
per cent of the payroll. (For public utilities the fig- 
ure was 18.8 per cent.) If this is reasonably indica- 
tive for businesses generally, and if most of these 
fringe benefits have come since 1940, the cost of an 
hour’s labor now is apparently about triple the 1940 
figure. The figures used in this table are, therefore, 
probably on the conservative side. See: Wage Sup- 
plements (Washington, D. C., Chamber of Com- 
merce of the United States, October, 1950, p. 8, 9). 

2 Page 78. 
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TABLE II 


CALCULATED CHANGE IN UNIT LABOR COSTS 
(1940 = 100 for All Indexes) 


A C=A+B D 
Hourly B Unit Labor Consumers’ 
Earn. Mfg. Productivity Costs Price Index 


100 100 100 
131] 203 191 


p—Preliminary data. 

Sources: Hourly earnings in manufacturing—U. S. Bureau of Labor Sta- 
tistics. Productivity—John Kendrick, “National Productivity and Its Long- 
term Projection,” a paper presented to the Conference on Research in Income 
and Wealth of the National Bureau of Economic Research. The data were 
published in the statement of Jules Backman on productivity (before the 
Wage Stabilization Board in the Steel Case, 1952). Consumers’ price index— 
U. S. Bureau of Labor Statistics. Note: All data are converted to indexes 
with 1940 as the base. The Federal Reserve Bank of New York estimates 
that average hourly earnings for all wage earners (including those employed 
outside manufacturing) in 1953 were 2.56 times the 1940 average, somewhat 
less than for manufacturing alone. This would give an index of 195 for unit 


labor costs in 1953. 





costs from 1940 to 1953 can now be calcu- 
lated. Wage rates in 1953 were 2.67 times 
the 1940 level. Productivity or efficiency, 
however, was about 1.31 times the 1940 
level. Unit labor costs in 1953 were ap- 
parently, therefore, about double the 1940 
level—2.67 divided by 1.31 equals 2.03. 
This somewhat tedious examination of 
statistics leads us to an important con- 
clusion. The approximate doubling of the 
price level since 1940 simply means that 
the price level has made its normal ad- 
justment to the change in cost levels. In- 
deed the price level has, if anything, in- 


creased somewhat less rapidly than unit 
labor costs. 


Is the New Price Level Permanent? 


S much for what caused the price level 
to double. Is the new, higher price level 

here to stay? Have we, in other words, 
moved to a new, higher basic plateau, 
around which the short-run fluctuations 
will now occur? 

We have. 

For this there are three very basic 
reasons: 


1. The present, enlarged money sup- 
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ply will not decline significantly. 
2. Unit labor costs will not decline. 


3. A depression severe enough to 
force the price level down to anything 
like prewar levels is not probable, de- 
sirable, or feasible. 


We have already arrived at two impor- 
tant conclusions about the money supply. 
There is, apart from short-run deviations, 
a close relationship between the money 
supply and the dollar volume of business 
activity. And the dollar volume of business 
activity is now pretty well in line with the 
present enlarged money supply. Whether 
any pressure for a lower price level will 
come from the direction of the money sup- 
ply depends, therefore, on whether we can 
expect a major contraction in the money 
supply. 

This is not probable. For one thing, our 
experience in the past does not suggest it. 
During the Civil War the relative increase 
in the money supply was similar to World 
War II. Yet at no time during the period 
after the Civil War was the money supply 
less than double the prewar figure. By 
1920 the money supply was $40 billion— 
double the immediate prewar figure of $20 
billion. Yet the severe recession of 1921 
shrunk the money supply by only $2 bil- 
lion, and at no time in the bottom of the 
great depression of 1929-33 did the money 
supply shrink back down even to the 1920 
figures. 

For what it is worth the evidence of his- 
tory is clear. A major expansion in the 
money supply is not temporary. It stays 
with us. 


nena the money supply now is apt 
to be much less vulnerable to a decline 


than in the past. Our money supply, of 
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course, consists largely of bank deposits. 
Any substantial contraction in the money 
supply traditionally has been caused by a 
contraction of bank loans to private bor- 
rowers.® (See Table III, page 87.) 

But government securities held by the 
banks are now the basis of a much larger 
proportion of bank deposits than in 1920, 
as the table shows, and loans to private 
borrowers are correspondingly less impor- 
tant. Loans now account for only 41 per 
cent of total deposits, down considerably 
from the 73 per cent of 1920. A given con- 
traction in bank loans now would, there- 
fore, inevitably make less of a dent in total 
deposits. 


| peepee the federal budget is now 
relatively much larger. A recession 
which might produce some contraction in 
bank loans would also quickly produce a 
large budget deficit—because of the ex- 
treme sensitivity of tax receipts to a decline 
in the level of business activity. Bank ab- 
sorption of these new government securi- 
ties, issued to cover the deficit, would goa 
long way toward offsetting the decline in 
bank loans. We thus have an automatic 
governor now at work. And the money 
supply will tend to remain more stable dur- 
ing a recession, which will tend to moder- 
ate the force of the deflation itself. 

A second reason for thinking that a new 
price plateau has been established is that 
unit labor costs are now almost double the 
prewar level, and it is unrealistic to expect 
that they will decline. 


8 There is, of course, no mystery about why this 
reduces bank deposits and the money supply. The 
borrower writes a check on his account to repay his 
loan. In effect, therefore, the borrower and the bank 
exchange and “cancel” each other’s obligations. The 
bank no longer has the note; the borrower’s deposit 
is correspondingly down. Bank loans and deposits 
are smaller. 
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HE price level is now resting pretty 

firmly on the cost level. Since 1940 
the price level and unit labor costs have 
moved along together, reflecting the com- 
mon-sense point that the price level in- 
evitably adjusts to changes in cost levels. 
Indeed the evidence in Table II (page 85) 
indicates that, if anything, unit labor costs 
have increased somewhat more than the 
price level, particularly if we were to allow 
for the cost of nonwage fringe benefits not 
included in hourly earnings data. 

These data clearly do not suggest that 
there is much room for the price level to 
come down unless unit labor costs were 
to decline. Unit labor costs could decline 
only if wage rates were to rise less rapidly 
than productivity. 

Is that apt to happen? 

Recent experience does not suggest it. 
Annual increase in wage rates all during 
the postwar period has been substantially 
in excess of the long-run increase in out- 
put per man-hour. Even in the recession 
year of 1949, average hourly earnings in 
manufacturing were 3.8 per cent higher 
than 1948—a figure substantially in ex- 
cess of the long-run rise in output per 
man-hour. (See Table IV, page 88.) 

The real question involved here is this: 
Is it reasonable to suppose that as a regu- 
lar and continuing policy labor leaders will 
be willing to settle for annual wage adjust- 


3 


ments smaller than the rather modest 
amount justified by improving productiv- 
ity? 

Historically improving productivity has 
been reflected in rising wage rates rather 
than a secular decline in the price level— 
this at a time when the unions had nowhere 
near the bargaining power they now 
possess. The substantial use of “improve- 
ment” factors in labor contracts clearly 
suggests that labor leaders intend that 
wages will continue to rise at least as rapid- 
ly as improvements in general productiv- 
ity. Indeed agreements between various 
automobile companies and the UAW-CIO 
were reopened at a time when they had two 
more years to run, and the annual improve- 
ment factor wage adjustment was raised 
to five cents per hour each year rather than 
the four cents called for by the original 
contract. 

An important conclusion, therefore, 
seems inescapable. The present price level 
is resting pretty solidly on current cost 
levels. And the probability that wage 
trends will permit a downward drift in 
cost levels is negligible. 


HERE is a third reason for thinking 
the present price level is here to stay. 
Because the recent great price inflation, 
which halved the dollar’s purchasing 
power, produced many problems and 


TABLE III 


ASSETS AND LIABILITIES OF ALL U. S. BANKS 
(In Billions, As of June 30th) 


1953 

$ 77.1 
68.1 
60.0 


$205.2 


U. S. govt. securities .. 
All other 


1953 
$189.2 


Deposits 
16.0 


Capital and misc 


$205.2 


Total 


Source: Federal Reserve. Deposit figure for 1920 includes also national bank notes; 
1953 data for “all other” assets and “miscellaneous” liabilities are partly estimated. 
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caused distress and inequity, we sometimes 
think nostalgically of those good old days 
when we had a “100-cent dollar.” That 
the price inflation caused real distress and 
produced real inequities and problems is 
obvious. In all probability a more cou- 
rageous policy on the part of the Treasury 
and the Federal Reserve in the postwar 
period might have enabled us to avoid 
some of this deterioration in the purchas- 
ing power of the dollar. 

But that is now history. The inflation 
did occur. We now have a price level just 
short of double prewar. And it requires no 
clairvoyance to predict that it will be set- 
tled public policy to keep it there. The com- 
mon sense of this is obvious. 

A deflation severe enough to produce or 
permit significant downward pressure on 
the price level would also cause widespread 
unemployment. In the recessions since 
World War I, for every one per cent de- 
cline in the price level unemployment also 
declined roughly one per cent.‘ If this re- 
lationship were to continue, a depression 
severe enough to force the price level back 
to prewar levels would also produce 30,- 


4In the four readily recognizable recessions 
(1920-21; 1929-33; 1937-38; 1948-49), the average 
decline in the price level was 9.6 per cent and in 
employment 8.2 per cent. 


e 


000,000 unemployed. The fantastic na- 
ture of such a figure is a measure of the 
improbability that we shall ever see any- 
thing like the 1940 price level again. 


B" it also highlights another point. 

Most segments of the economy are 
now pretty well adjusted to the present 
general price level. Mortgage payments, in- 
stalment debts, many life insurance pro- 
grams—these now pretty well reflect cur- 
rent income levels, which in turn reflect 
the present price level. Any move to a 
lower price level would create not only 
large-scale unemployment but also wide- 
spread distress because of the imbalance 
which would be created between these 
obligations and lower price and income 
levels. 

Thus we can say that not only is the 
present general price plateau here to stay 
but that it is good public policy to see that 
the price level is stabilized at the present 
plateau. Public policies based on the as- 
sumption or hope that some of the prob- 
lems posed by the doubling of the price 
level will disappear by its return to old 
“normal” levels are also thereby hoping 
for large-scale unemployment. There is 
general agreement that this is too great a 
price to pay for a lower price level and 


TABLE IV 


ANNUAL INCREASE OVER PREVIOUS YEAR IN 
MANUFACTURING HOURLY EARNINGS, 1948-53 


p—Preliminary. 


Increase over 
Previous Year 


9.1% 
3.8 
4.6 
8.8 


4.6 
5.5 


Source: Basic data from U. S. Buré€au of Labor Statistics. 
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would never be tolerated, however much 
a lower price level might relieve some 
problems. 

What conclusions do we reach from this 
examination of the price level problem? 

The forces which produced the great 
price inflation since 1940 are largely ir- 
reversible, 

The economy is pretty well adjusted to 
the enlarged money supply, and the larger 
money supply is here to stay. 

The price level is currently resting quite 
solidly on present cost levels. Wage trends 
and policies suggest that wage rates will 
rise at least as rapidly as productivity, 
thereby not permitting that decline in unit 
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labor costs which would validate a lower 
price level. 






A DEFLATION associated with a severe 
enough depression to force a substan- 
tial decline in the price level would also 
cause large-scale unemployment and wide- 
spread distress. Public opinion would not 
tolerate this as a means of undoing the rise 
in the price level since 1940. 

The old price level, in short, is gone, and 
the new one is here to stay. And the re- 
maining distortions and problems posed by 
the great rise in the price level since 1940, 
such as the worsened position of the pub- 
lic utilities, must be resolved on that basis. 


























The Opportunity for Service 


“ait b= combination of a growing population and the oppor- 
tunity to provide it with more and better services convinces 
us that we will have to keep on moving faster in the future than 
we ever did in the past. It is probable that in the next ten years the 
electrical manufacturing industry will have to build as much equip- 
ment as it did in the preceding seventy-five years. And in the opinion 
of most thoughtful businessmen—an opinion which I share—the 
electric utilities will have to double their capacity again in the next 
ten years. Therefore, instead of planning for a recession which 
need not come, we should be planning for our most active and pros- 
perous decade. Our period of greatest growth still lies ahead. 
“Today in the electrical industry we are busy making products 
which did not exist a short twenty-five years ago. The turbo- 
generators at Fisk station and throughout the nation are humming 
to keep pace with the electric power demands of fluorescent lighting, 
television, air conditioning, food freezers, automatic clothes wash- 
ers, automatic blankets, and other new products for the home. They 
are meeting the tremendous power demands of nuclear fission plants, 
of builders of jet engines. In countless other industries electricity 
and electronic controls are taking over more and more of the dis- 
agreeable and back-breaking jobs, making it possible for workers 
io become the masters of machines in a pleasanter working environ- 
ment.” 
—Ra cpu J. CorDINER, 
President, General Electric Company. 
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Gas Regulation by Compact? 


The refusal of the U. S. Supreme Court to entertain an appeal 

in the controversial Phillips Petroleum Case took a good many 

observers by surprise. Here are reasons why the natural gas 

producers must take a long-range view towards stabilizing their 

operations in the light of prevailing and prospective regulatory 

law. Is gas regulation by compact the answer to the “Phillips 
dilemma’? 


Part I. The Phillips Dilemma 
By SAMUEL H. CROSBY* 


HE natural gas industry has come of 

age. No longer can there be any doubt 

that “. . . the business of transport- 

ing and selling natural gas for ultimate dis- 
tribution to the public is affected with a 
public interest and that federal regulation 
.. is necessary... .” Nearly 15,000,000 
outlets are supplying residential customers. 
Proven reserves, estimated at 70 trillion 
cubic feet in 1938 when the Natural Gas 
Act was passed and at 144 trillion during 
the Federal Power Commission Gas In- 


*Oil and gas consultant. For additional personal 
note, see “Pages with the Editors.” 


vestigation (Docket No. G-580) in 1946, 
have steadily increased to almost 200 tril- 
lion cubic feet, of which 5 trillion were 
discovered in 1952. 

This paper is not a statistical review but 
for its purposes it is relevant to call atten- 
tion to the statement contained in the re- 
port of the United States Geological Sur- 
vey for 1951 on “Fuel Reserves of the 
United States”: 

No precise statement as to the amount 
of potential reserves of oil and gas in 
the United States can yet be made. If 
the future can be judged by the past, oil 
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and gas will be found in sufficient quan- 
tities for many years to come. In the 
United States adequate production has 
been a direct function of economic in- 
centive. 

Until the unpredictable date at which 
the incentive fails to provide the 
needed supplies, there will be no con- 
vincing evidence that we have reached 
the limits of our ability to expand the 
potential ultimately recoverable reserves 
of petroleum. 


een of very conservative dollars 
have been readily available for the 
construction of gas transmission plants 
because, while the primary commodity re- 
quiring these facilities is exhaustible re- 
serves of natural gas, a secondary source 
will be inexhaustible synthetic gas distilied 
from coal or oil-impregnated shale. 

Conceding the justification and desir- 
ability of regulation of the interstate pipe- 
lines, the Natural Gas Act endows the 
Federal Power Commission with a very 
great area of discretionary power enabling 
it, without going to Congress for sanction, 
to modify or to change its regulatory pol- 
icies as experience and varying political 
and economic conditions seem to require. 
The Supreme Court has repeatedly recog- 
nized that the commission is in the legal 
sense a body of experts. 

The executive branch of the govern- 
ment as now constituted frankly favors a 
free economy. The free operation of basic 
economic laws is desired. The Federal 
Power Commission as now constituted is 
believed to favor somewhat less drastic 
regulatory policies than its predecessors in 
recent years. 

Looking at the record, several interest- 
ing historical facts become of significant 


importance in this current period of politi- 
cal controversy. 


Sen Natural Gas Act, passed in 1938, 
as well as the Public Utility Act of 
1935, had origin in the 7-year investiga- 
tion, conducted by the Federal Trade 
Commission, commenced in 1928 and re- 
ported to the Congress in December, 1935. 
Both of these new and important chapters 
in the delegation of congressional powers 
to regulatory agencies followed in princi- 
ple and applied in general the recommenda- 
tions of the Federal Trade Commission. 

It should be of particular interest—even 
pride—to the present administration that 
this monumental investigation was ini- 
tiated under the Republican administration 
of President Coolidge. The character and 
competence of the investigation with its 
splendid reports and recommendations 
was the master work of the Coolidge- 
appointed general counsel of the Federal 
Trade Commission, the late Robert E. 
Healy, a former judge of the Vermont 
Supreme Court. Judge Healy subsequently 
became a Republican member of the Se- 
curities and Exchange Commission, then 
concentrating on the problems of the 
electric industry. 

The Federal Power Commission be- 
came a 5-man board in 1930 and before 
the Natura! Gas Act was passed in 1938 
had become generally familiar with the 
somewhat limited scope of its authority in 
the electrical field. It had also participated 
actively with congressional assistants in 
the drafting of the Natural Gas Act. 


FPC Objectives of 1940 


HE regulatory purposes of the Fed- 
eral Power Commission were, of 
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course, influenced by the purposes and ob- 
jectives of the New Deal administration, 
and when the Natural Gas Act was 
adopted by Congress in 1938 it reasonably 
may be supposed that the social and eco- 
nomic policies of the New Deal were at 
least seriously regarded by the commis- 
sion. In its twentieth annual report 
(1940) it is stated ‘the enactment of the 
Natural Gas Act of 1938 extended the 
commission’s jurisdiction to include an- 
other important energy resource—natural 
gas. The Natural Gas Act and the work 
which the commission is doing under it 
should be considered as a first step in deal- 
ing with the conservation of one of the 
country’s exhaustible resources.” 


” January, 1939, President Roosevelt 
transmitted to Congress the report of 
his Energy Resources Committee, of which 
former FPC Commissioner Leland Olds 
was an active member, and in the 435-page 
document issued under the auspices of the 
Resources Committee (Harold Ickes, 
chairman), the conclusions and recom- 
mendations to the Congress include the 
following : 
We have pointed out earlier in this 
statement that it is now time to take 
a larger view; to recognize that each of 
our great natural resources of energy 
affects the others. Bituminous coal, 
petroleum, natural gas, anthracite coal, 
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and water power—in descending order 
of relative contribution to the nation’s 
energy supply—these are the energy 
foundations of our industrial civiliza- 
tion. A policy for any one of these re- 
sources is bound to affect its relative 
position with respect to the others. 

It is difficult in the long run, there- 
fore, to envisage a national coal policy 
or a national petroleum policy or a na- 
tional water-power policy without also 
in time a national policy directed toward 
all these energy producers—that is, a 
national energy resources policy. Such 
a broader and integrated policy toward 
the problems of coal, petroleum, natural 
gas, and water power cannot be evolved 
overnight, for each of these problems 
is amazingly complex and in combina- 
tion they represent more than a simple 
sum of problems. 

Despite the complexity of those prob- 
lems, in the national interest we shall 
have to move in the direction of solu- 
tions. It is well to remember that the 
present and proposed regulatory meas- 
ures which we have discussed are de- 
signed to promote the development of 
the energy resources industries along 
lines that will be consistent with the 
broad national interest. The problems of 
conservation which dictate these meas- 
ures are not the result of passing emer- 
gencies. Rather, they are continuing 


“CONCEDING the justification and desirability of regulation of 
the interstate pipelines, the Natural Gas Act endows the Fed- 
eral Power Commission with a very great area of discretionary 
power enabling it, without going to Congress for sanction, to 
modify or to change its regulatory policies as experience and 
varying political and economic conditions seem to require.” 
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problems, and if they cannot be solved 
by the regulatory approach then we may 
anticipate with some confidence that 
there will emerge an insistent and 
eventually irresistible demand for public 
ownership and control. 

The paramount responsibility of gov- 
ernment is to protect the general wel- 
fare. That way lies safety and a progres- 
sive evolution of our economy and of 
our political institutions. No amount of 
confusing legalistic discussion of limita- 
tion of powers can obscure the reality of 
the choices before us. To protect the 
general welfare in our time—in an in- 
dustrialized and urban economy — 
means, above all else, to build and main- 
tain in good order a sound economic 
structure. In an industrial civilization 
the energy resources constitute the foun- 
dation of that structure. 

The broadening of the federal inter- 
est with respect to these energy re- 
sources has been justified primarily on 
the basis of the need for their conserva- 
tion, broadly defined to mean their wise 
use. But it must be observed that the 
need for conservation is but a special 
case. The general case is that govern- 
ment intervenes with control measures 
when the economic organization of a 
segment of the economy is such as not 
to yield socially desirable results. . . . 

It is not likely that backward steps 
will be taken; it is not likely that we 
shall retreat from the social and eco- 
nomic advances made in the domain of 
the energy resources. Rather, it is likely 
that we shall press on toward the objec- 
tive of the general welfare. 


The 435-page report supports in great de- 
tail its “conditional” case for national so- 


cialization of the natural energy resources. 


HE zeal of the Federal Power Com- 

mission as then constituted, in the fur- 
therance of the purposes of the New Deal 
administration of which it was a part, is 
indicated by these statements contained in 
the FPC 1940 Annual Report to the Con- 
gress: 


Aware of the necessity for speeding 
up the regulatory process, the commis- 
sion during the past year has given con- 
sideration to the agitation for legislation 
dealing with procedure before federal 
administrative agencies. It is seriously 
concerned with the fact that efforts in 
this direction seem to be proceeding on 
the premise that private interests must 
be further safeguarded against the 
claimed arbitrary actions of such 
bodies. .. . 

The commission . . . is convinced that 
the entire purpose of regulation will be 
defeated if steps are taken to afford pri- 
vate interests, basically opposed to the 
purposes of regulation, widened oppor- 
tunity to adopt the status of aggrieved 
parties and, under the aegis of “due 
process,” still further to delay and ren- 
der futile sound regulatory efforts in 
protection of the public. 

In the situation which prevails today, 
it is not the private interests who are the 
aggrieved parties, subject to arbitrary 
action of administrative agencies, but 
rather the consumers, subject to the ar- 
bitrary charges of monopoly which is 
protected against the control of sound 
regulation by the procedural latitude 
which monopoly today enjoys. And, in 
a larger sense, the whole people is ag- 
grieved because the monopolistic tend- 
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Piecemeal Socialization 


ae HROUGHOUT the periods of inflation since the war, gas and electric 

rates continued their already established tendency downward—slightly, 
to be sure—and generally the federally regulated companies seem to have been 
getting about the same dollars with less purchasing power. This policy of piece- 
meal confiscation is wholly consistent with a policy of socialization of two of 


our ‘natural energy resources.’ The application of the principle is demonstrated 
by a realistic analysis of the balance sheet of the natural gas companies at the 
end of 1952.” 





ency toward high costs and high prices 
is one of the fundamental sources of 
economic instability. In this situation the 
commission is striving to accomplish ex- 
peditious regulatory procedures which 
fully protect the public against any sem- 
blance of arbitrary or unfair treatment. 


The Administrative Procedure Act to 
which these paragraphs refer was not 
adopted until 1946 and the act itself con- 
tained nothing to impair the commission’s 
powers, a good statement of which is that 
of the U. S. Circuit Court of Appeals in 
Cities Service Gas Co. v. Federal Power 
Commission (1946) 63 PUR NS 276, 281, 
155 F2d 694, 698: 
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Jurisdiction of the Commission and 
Scope of Review—lIt is of first impor- 
tance to take account of the respective 
provinces assigned to the commission 
and the courts on review in order that 
we may perform the functions assigned 
to us without trespass upon the admin- 
istrative prerogatives. The primary aim 
of the Natural Gas Act of 1938, 15 
USCA § 717 et seq., was to “protect 
consumers against exploitation at the 
hands of natural gas companies.” Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 610, 88 
L ed 333, 51 PUR NS 193, 64 S Ct 281. 
To effectuate that purpose, the act pro- 









vides that all rates and charges subject 
to the jurisdiction of the Power Com- 
mission shall be just and reasonable, and 
declares that any charge which is not 
just and reasonable is unlawful. Section 
4(a). To that end, the commission is 
specifically authorized, after hearing, to 
determine “the just and reasonable 
rate,” and to fix the same by order. Sec- 
tion 5(a). Any aggrieved party to an or- 
der of the commission may obtain a re- 
view to the appropriate circuit court of 
appeals, which is vested with “exclusive 
jurisdiction to examine, modify, or set 
aside such order in whole or in part. ...” 
But, “the findings of the commission as 
to the facts, if supported by the evidence, 
_ shall be conclusive.” Section 19(b). In 
delineating the scope of review, the 
courts have left no doubt of their dis- 
position to give the commission a free 
rein in the effectuation of the congres- 
sional purpose. The administrative proc- 
ess is no longer fettered by judicial no- 
tions of the “economic merits” of the 
rate order. 


No Longer “a Wasting-asset Business” 


| sada for activities in the Appalachian 

area the business of interstate gas 
transmission began in earnest circa 1926. 
El Paso Natural was first, with its line 
from Val, New Mexico, to El Paso. Inter- 
state tapped the Monroe field to serve 
southern Louisiana (cutting through a 
corner of Mississippi) and Canadian 
River-Colorado Interstate built its line 
from New Mexico to serve Pueblo and 
Denver. In 1926 the official estimates of 
natural gas reserves were around 23 tril- 
lion cubic feet and the reported consump- 
tion of that year was only 5.71 per cent of 
those known reserves. 





GAS REGULATION BY COMPACT? 





The Natural Gas Pipeline Company was 
the first to reach the Chicago area and in 
1942 an early rate case against this com- 
pany reached the Supreme Court (Federal 
Power Commission v. Natural Gas Pipe- 
line Co. of America, 315 US 575,42 PUR 
NS 129, 141). The evidence before the 
court showed that Natural Gas Pipeline 
expected to exhaust its natural gas reserves 
by 1954. Mr. Chief Justice Stone, speak- 
ing for the court, held that: 


... the purpose of the amortization al- 
lowance and its justification is that it 
is a means of restoring from current 
earnings the amount of service capacity 
of the business consumed in each year. 
Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 US 151, 167, 3 PUR NS 
337. When the property is devoted to a 
business which can exist for only a 
limited term, any scheme of amortiza- 
tion which will restore the capital in- 
vestment at the end of the term in- 
volves no deprivation of property... . 
The Constitution does not require that 
the owner who embarks in a wasting- 
asset business of limited life shall re- 
ceive at the end more than he has put 
| a 


_ a decade after this case was 
decided, technology, spurred by mar- 
ket demand, tapped unsuspected reservoirs 
of the magic fuel adequate to supply cities 
and industries from coast to coast for years 
to come. Technology also has proved be- 
yond doubt that it is economically prac- 
ticable to supply virtually inexhaustible 
volumes of synthetic gas distilled from 
coal and oil shale—a prudent foresight in 
advance of the period when synthetic gas 
will be needed. The regulated natural gas 
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industry, therefore, is no longer “a wast- 
ing-asset business.” 

Since Chief Justice Stone so character- 
ized the industry the commission at the 
end of 1952 had “authorized the construc- 
tion and operation of nearly 48,000 miles 
of pipelines and more than 3,400,000 
horsepower in compressor units at an esti- 
mated cost of more than $3,337,000,000,” 
according to a press release from the chair- 
man’s office. A subsequent official press re- 
lease revealed the interesting balance sheet 
data shown in the table below, compiled 
from reports of the regulated companies 
as of December 31, 1952. 

An appreciative nation will insist that 
this great public service industry be en- 
couraged to carry on indefinitely as private 
enterprise and if the depreciation policies 
of the commission are ill-adapted to efh- 
cient and profitable maintenance and oper- 
ation during many future years these poli- 
cies will of course be revised. There is, 
however, this reason for mentioning the 
subject now that a new commission has 
come into power: 


he 1946 in an important rate case (Re 

Safe Harbor Water Power Corp. 
Docket No. IT-5914, Opinion 143, 66 
PUR NS 212) the commission declared : 


There is no principle or concept of 
regulation, either in law or in fact, re- 
quiring consumers to pay in perpetuity 
a return on the total capital initially em- 


Gas utility plant 


Reserves for depreciation and amortization 


Gas utility plant less reserves 


barked in the enterprise when such capi- 
tal is periodically returned through de- 
preciation charges and in the absence of 
reinvestment of such capital in the util- 
ity’s operative property. Such return of 
capital terminates the consumers’ obli- 
gation. 


It was commission staff theory in that 
period that—at about 5-year intervals— 
utility rates generally should be adjusted 
downward by deduction of the annual de- 
preciation allowances and recomputation 
of rates based on the reduced net invest- 
ment. Chicago District Electric Generating 
Corporation (Docket IT-5500, 39 PUR 
NS 263, 281) was put under this order: 


Respondent . . . shall . . . revise its 
rates and charges . . . (to) provide a 
net operating income . . . equal to a 54 
per cent return on the (net investment) 
rate base . . . and semiannually there- 
after for the cost of additions . . . and 
for change in depreciation reserve . . . 


Throughout the periods of inflation 
since the war, gas and electric rates con- 
tinued their already established tendency 
downward—slightly, to be sure—and gen- 
erally the federally regulated companies 
seem to have been getting about the same 
dollars with less purchasing power. 


HIs policy of piecemeal confiscation 
is wholly consistent with a policy of 
socialization of two of our “natural en- 


Class B 


$6,306,916,000 
1,299,351,000 


$5,007,565,000 


Class A 
$7,089,740,000 
1,472,594,000 


$5,617,146,000 





A—all reporting natural gas companies. B—natural gas companies deriving 
50 per cent or more of utility operating income from natural gas operations. 
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ergy resources.” The application of the 
principle is demonstrated by a realistic 
analysis of the balance sheet of the natural 
gas companies at the end of 1952. What- 
ever the theory may be the figures prove 
the “end result.” “Straight-line” deprecia- 
tion allowances may easily conceal viola- 
tions of the basic purpose of depreciation : 
replacement of components of physical 
plant consumed in public service. 

It may be partly because the commis- 
sions and the courts, in the case of state 
utility regulation, are nearer to an elec- 
torate which wants good public service and 
pays the rates but, whatever the reason 
may be, Fabian objectives are seldom ob- 
vious in the reported decisions. Witness 
state regulation of intrastate telephone 
services where uninterrupted and techno- 
logical efficiency is the prime objective and 
issues infrequently reach the federal 
courts. 

A harmless and perhaps highly profit- 
able experiment might be made by the 
commission if the “book reserves” of the 
natural gas companies should be tempo- 
rarily frozen at their present level, while 
service life principles are freshly com- 
pared with the straight-line method of de- 
preciation, viewing the gaseous fuel indus- 
try as here to stay, and to operate for 
many years pretty much as it does today. 


That Phillips Dilemma 


S he current event of outstanding im- 

portance to the natural gas industry 
is the recent petition to the U. S. Supreme 
Court in which the commission joined 
forces with Phillips Petroleum Company 
seeking review of the May, 1953, decision 
of the U. S. Circuit Court of Appeals for 
the District of Columbia Circuit (100 
PUR NS 506, 205 F2d 706). That de- 


cision reversed the commission’s adminis- 
trative action of August, 1951 (FPC 
Docket G-1148, Opinion No. 217,90 PUR 
NS 325), holding that the commission 
lacks jurisdiction to regulate the prices 
charged by Phillips for gas produced or 
purchased, gathered, processed, and sold 
to interstate pipelines. The Supreme Court 
refused certiorari in this case. 

A long course of litigation wherein the 
commission sought to establish jurisdiction 
to fix prices charged by “producers and 
gatherers” of natural gas, culminated in 


the unqualified sanction of an unanimous 


Supreme Court in Interstate Nat. Gas Co. 
v. Federal Power Commission (1947) 331 
US 682, 69 PUR NS 1. But by 1947 in- 
dependent producers and gatherers were 
legion and, overwhelmed by the magnitude 
and complexity of the power finally estab- 
lished, the commission had sought by vari- 
ous unsuccessful means to escape the con- 
sequences of its hard-earned legal victory. 

Nor was congressional relief available. 
The Republicanish 80th Congress failed to 
pass the Rizley-Moore Bill, supported by 
an alarmed oil-gas industry, and also 
turned down a more temperate bill offered 
by members of a divided FPC. The 81st 
Congress did pass the relief measure spon- 
sored by Senator Kerr of Oklahoma but 
President Truman vetoed it. 


Ms“ citizens—including members of 

the Congress—undoubtedly shared 
the views and apprehensions expressed in 
the lead editorial of The New York Times 
on April 9, 1950—quoted for the most 
part, notwithstanding its considerable 
length: 


Within a very few days President 
Truman must decide whether to veto 
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the Kerr Bill amending the Natural Gas 
Act of 1938. This amendment would 
exempt prices charged by so-called “‘in- 
dependent” producers of natural gas 
from control of the Federal Power Com- 
mission. The practical effect of the bill 
would be clearly to forestall federal 
regulation of companies which by 1952 
will produce some 80 per cent of the 
natural gas sold in the U. S., and which 
dominate an even higher percentage of 
America’s natural gas reserves. . 

Proponents of the Kerr measure in- 
sist that it would do nothing more than 
reaffirm the original intention of Con- 
gress as expressed in the Natural Gas 
Act. But what Congress may have in- 
tended in 1938 is less important than 
what the facts demand today. 

The principal producers of gas are 
now not the pipeline companies but the 
very “independents” whom the Kerr 
Bill would take out from under any 
possible federal control. Who are these 
“independents”? There are a few thou- 
sand of them, but a mere dozen—in- 
cluding some of the biggest names in 
the oil business—will soon be producing 
about half the total amount of natural 
gas transported from the southwestern 
fields, where the bulk of the nation’s 
supply is concentrated. 

The crucial point is whether these 
“independents,” large or small, are so 
important and so closely linked with 
that part of the natural gas industry 
which already is indisputably subject to 
regulation that federal rate control will 


become meaningless unless they, too, are 
regulated. To state the problem in this 
way is almost to answer it. For under 
conditions as they actually exist in the 
industry, once a pipeline (the only prac- 
ticable cheap method of transporting 
natural gas) is laid to a field, competi- 
tion at the source virtually ceases. Pipe- 
lines are too expensive to be laid down 
and picked up at will, so that a field and 
the line which it feeds are rather per- 
manently joined. Since it has been found 
necessary for the government to regu- 
late rates of the pipeline companies, it 
seems inescapable that the government 
also be at least in a position to control 
the rates on gas production with which 
the pipelines are indissolubly linked. 
Dominating the nation’s output as they 
do, obviously the “independents” must 
be subject to federal regulation if there 
is to be any effective federal regulation 
at all. We therefore believe that Presi- 
dent Truman should veto the Kerr Bill. 


™ seeming inability of Congress to 
relieve the Federal Power Commis- 
sion from jurisdiction it now no longer 
desires, coupled with the refusal of the 
U. S. Supreme Court to review the Phil- 
lips Case, has brought this regulatory ques- 
tion to the point where the need for a fresh 
approach is clearly indicated. While there 
may be no pat solution to the dilemma pre- 
sented by the Phillips Case, it would seem 
appropriate at this point to review the 
possibilities offered through federal co- 
Operation with interstate compact groups. 


Part II of this article will appear in the next issue of the FORTNIGHTLY. 
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We Asked Our Customers 
To Talk Back 


A municipal utility district can sometimes teach the 
utility companies something about public relations 


and this account of the experiences of the Sacra- 

mento district contains interesting details about a 

local customer survey which produced satisfactory 
results. 


By E. A. COMBATALADE anpb FELIX J. REHMAN* 


ANY utility organizations have well- 
planned “lines of communication” 
to their customers. Too often, 

however, the communication is on a one- 
way line. Here at the Sacramento Munici- 
pal Utility District we have for some years 
“talked” to our customers via direct mail, 
radio, newspapers, and billboards. How- 
ever, except for the relatively limited num- 
ber of contacts our employees have with 
our customers, there existed little oppor- 
tunity for our customers to “talk back.” 
This lack of two-way communication 


*Director of public relations and administrative 
analyst, respectively, Sacramento Municipal Utility 
District. For additional personal note, see “Pages 
with the Editors.” 


poses a problem for management, particu- 
larly since the reports of public-contact 
personnel give only a secondhand, frag- 
mentary picture of customer opinion.’ We 
set out two years ago to establish a second 
line of communications, from our cus- 


1“We are assuming too much from a one-sided 
picture. ... We are getting only the side of those 
who have the courage, the audacity, and the time to 
complain. . . . Thus, we are convinced that many 
unreported incidents are existing under our very 
noses at this moment. They are sources of irritation 
perhaps dormant for the moment but if the inflam- 
mation increases or spreads, inexpensive and simple 
medicine will not be enough.” Joseph H. Purdy, 
chairman of the National Conference of Electric 
and Gas Utility Accountants’ project “Evaluating 
Customer Attitudes,” in a paper called “Evaluating 
Customers’ Attitudes, 1953 Phase: Company Con- 
ducted Opinion Surveys,” presented at the April, 
1953, meeting of the conference. 
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tomers back to us. We did so in the hope 
that we would learn their true feelings, 
obtain their criticisms and suggestions, 
and find out what they thought of the serv- 
ice we were rendering. 

In short, we gave our customers “a 
voice,” and we were pleased to find that 
voice was good and strong. We have had 
reason to be grateful for this expression 
from the other side of the fence. The many 
compliments were reassuring, but we espe- 
cially appreciated the criticism and the 
suggestions. 

We are thankful to have been told 
where “our slip is showing.” 


HEN we first undertook to ask our 
customers to “talk back,” we had a 
choice to make. Should we conduct a com- 
prehensive attitude survey? This would 
have required either (1) an elaborately 
determined questionnaire addressed to sci- 
entifically selected geographic, income, 
racial, and other groups of customers, or 
(2) calls on these groups by interviewers 
trained in the art of uncovering the cus- 
tomer’s true feelings. Both of these “sur- 
veys in depth,” while admittedly very use- 
ful, were ruled out as being too expensive. 
As a beginning we adopted, instead, a 
post card survey (1) restricted to what we 
wanted to know most; 7.e., customer opin- 
ion of specific services, and (2) directed to 
an arbitrarily, rather than scientifically, 
selected cross section of our public. The 
advantages of this method were its sim- 
plicity, low cost, and the fact that no spe- 
cial training of personnel was required. 
Although the survey comprised the mail- 
ing of 4,000 cards over a period of ten 
months, the making of 130 replies to cards 
returned, and the analysis of all cards re- 
turned (1,350), we took on no additional 
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personnel and made no full-time assign- 
ments. 


y our first mailing of 966 post cards we 
asked the customer to tell us on an at- 
tached return card how he liked our serv- 
ice on a service connection, trouble call, 
appliance repair, advisory call, or “high- 
bill” call, which had been completed with- 
in the past week. He could check a “yes” 
or “no” box to show whether or not he 
was satisfied, and he was given several 
lines on which to tell us “how we could 
improve.” This survey was described in the 
April 24, 1952, issue of Pusiic UTILITIES 
FORTNIGHTLY. 

On the second mailing of 2,924 cards, 
one year later, we varied the procedure 
by asking the customer to check whether 
the service was prompt, efficient, cour- 
teous; or very prompt, very efficient, very 
courteous; or not prompt enough, zot 
efficient enough, not courteous enough. 
Also, on this survey, 1,064 of the cards 
were sent on services rendered several 
months previously. The results of both 
mailings are tabulated in the table on 
page 101. 


7 comparatively high returns we ob- 

tained—as high as 50 per cent for cur- 
rent transactions in the second mailing— 
are probably due to (1) the fact that we 
asked about a subject of obvious impor- 
tance to the customer and still fresh in his 
mind,®? and (2) the convenience of the 
check-off method and the self-addressed, 
prestamped return card. We found that 
we could boost the replies to 57 per cent 
by adding a hand-written plea for a reply, 
such as: 


2 E.g., note the much lower return on follow-ups 
of old transactions. 





WE ASKED OUR CUSTOMERS TO TALK BACK 


“Will you please assist us by taking 
a moment to answer the attached card? 
Thank you.” 

“We will be grateful to you for your 
assistance. Will you please return the 
attached card?” 


In general the returns were highest on 
those services on which we received the 
most favorable comments. 

The higher percentage of responses to 
the second mailing is probably explained 
by the fact that it was easier to rate our 
services on the second card. Also, many 
people do not like a categorical “yes” or 
“no” to express their impression of the 
quality of a service. 

The multiple-choice check-off boxes, 
besides giving us a greater response, also 
told us more about the customer’s opinion. 
Among the favorable replies we were care- 
ful to note the difference between those 


& 


showing complete approval (very prompt, 
very efficient, or very courteous ) and those 
we interpreted as “incomplete” approval 
(prompt, efficient, or courteous). The lat- 
ter constituted 30 per cent of the total fa- 
vorable comments and represents to us 
just that much room for improvement. 
About half of the satisfied customers con- 
sidered the service they had received per- 
fect; t.e., checked all three superlatives: 
very prompt, very efficient, and very cour- 
teous. A third emphasized one quality 
more than another and thereby pointed out 
the direction in which we need to improve. 


Complaints 


HE greatest value of our poll of cus- 
tomer opinion of specific services lay 
in the criticisms we received. In place of 
the attitude, “Well, you have to expect 
some brickbats—some customers just can’t 


CUSTOMER OPINION SURVEY 
Current Transactions 


Approx. No. 
Of Services Cards 
Rendered Mailed 


270 
128 
209 
312 

47 


First Mailing 
. New Service 
. Adjustment Calls .. 
. Appliance Repair .. 
. Trouble Calls 
. Advisory Service .. 


966 (13%) 


Second Mailing 
. New Service 
. Adjustment Calls .. 
. Appliance Repair .. 
. Trouble Calls 
. Advisory Service .. 


1,860 (13%) 


Noncurrent Transactions 


Second Mailing 


. New Service 


. Adjustment Calls .. 
. Appliance Repair .. 


. Trouble Calls 


. Advisory Service .. 


123 
134 
205 
585 

15 


1,062 


Unfa- 
Favorable vorable 
Replies Replies 


83 (97%) 7 
39 (81%) 9 
105 (97%) “ 
123 (91%) 17 
22 (100%) 


372 (92%) 


Cards Returned 
By Customers 


90 (333%) 
140 (45%) 
22 (47%) 

“409 (42%) 


111 (38%) 
95 (35%) 


89 (52%) 
937 (50%) 


29 (24%) 


6 (40%) 
287 (27%) 


6 (100%) 
261 (91%) 26 
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be pleased,” we adopted the principle that 
‘even one dissatisfied customer, be he right 
or wrong, is one too many. 

A careful investigation and study of the 
complaints yielded two benefits. First, we 
were able to give a full explanation to the 
complainant and had an opportunity to 
convince him of the reasonableness of our 
position or to make a frank apology when 
we were in error. In many cases the cus- 
tomer seemed to be under a misapprehen- 
sion, and we were able to enlighten him. 
However, it was obvious that even should 
we succeed in converting the attitude of 
all those who sent us unfavorable reply 
cards from criticism to approval, we would 
have converted only a portion of our dis- 
satisfied clientele since (1) we polled only 
a 13 per cent sample, and (2) an undeter- 
mined number of those we addressed were 
too timid or charitable to voice their com- 
plaint. Furthermore, what was to insure 
us against recurrence of the complaints 
we “settled”? Such trouble spots in our 
public relations would have a tendency to 
spread and create ill will. 

Fortunately, aside from giving us the 
opportunity of satisfying the complainants, 
our survey yielded a far greater benefit: 
the opportunity of preventing some of 
these criticisms in the future. It was the 
customer himself who showed the way. 
The little individual problems he dropped 
in our laps put us on the track of bigger 
preblems. We meant it when we said 
“thanks” to the complainants. 


A unfavorable comments were prompt- 

ly answered, preferably by telephone. 
In talking to the customer we were able 
to learn more about his complaint than 
appeared on the reply card. We found that 
the most common type of irritation was a 
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feeling by the customer that we kept him 
waiting too long. Analysis revealed sev- 
eral situations where these “delays” could 
be prevented without any drastic change in 
procedure. For example, one type of case 
was that of customers’ unnecessary appre- 
hension over frayed service wires which 
we had agreed to replace. On the one hand, 
here was a customer believing a danger 
exists and should be remedied immedi- 
ately. On the other hand, to us the job was 
“maintenance,” to be done when time per- 
mits. We recognized that the prevention in 
this instance was not to do the work sooner 
— it didn’t need to be—but to take pains to 
inform the customer of the true state of 
affairs. 

Another example concerns complaints 
regarding delay in making billing adjust- 
ments. We had been promising these ad- 
justments and then showing them on the 
next bimonthly bill without identification. 
Now we give the customer written evi- 
dence of the adjustment at the time it is 
promised, so that he need not wonder 
whether and when he will get credit. 
Again, we discovered a situation where 
unnecessary delay was caused by appli- 
cants for service waiting for us to do our 
job while we were waiting for them to 
meet our service entrance requirements. 


HE results of our customer opinion 
poll have led us to appoint a commit- 
tee which will study all of the procedures 
by which we act upon applications for new 
service. This committee, consisting of a 
representative of each of the departments 
involved, will search for means of speed- 
ing up our action on these applications. 
In the everyday rush of business, avoid- 
able sources of customer irritation are apt 
to go unnoticed. If a customer is bold 





WE ASKED OUR CUSTOMERS TO TALK BACK 


enough to complain, his case seldom comes 
to the attention of top management. If it 
does, it may appear to be an isolated, ex- 
treme situation, when it is actually a fairly 
typical grievance. Or, the reverse may be 
true. The truth is that most people do not 
like to complain. They will frequently tell 
friends and neighbors about their troubles 


able results not only on complaints but on 
all attitudes and opinions) or you can 
make simple spot checks such as we have 
done. 


you make a sincere, personalized ap- 
proach; if you ask about things of im- 
portance to the customer; if you make it 


easy for him to reply; and if you make it 
possible to reply anonymously ; you will be 
surprised at the chorus of responses. Even 
if you do not know exactly how representa- 
tive of your total clientele these replies are, 
you will find out where your slip is 
showing. 


with your company before they will tell 
you. To learn what the complaints are and 
how significant they may be, there is no 
better way than to give your public a voice 
by means of an opinion survey. You can go 
“whole hog” and send out trained inter- 
viewers (that will give you the most reli- 





Do We Stand Alone? 


14 S UPPORTERS of government ownership in the electric light and 
power business have told us quite often and rather emphati- 
cally that conservationists and people living on land vitally affected 


by conservation all ‘strongly support’ federal public power plans. 

“The inference is that the only people opposed to ‘cheap’ govern- 
ment-owned power are those representing the ‘selfish interests’ of 
tax-paying, business-managed electric light and power companies 
like our own. 

“Contrary to what government power supporters say are the 
feelings of America’s largest farm organization, the American 
Farm Bureau Federation, it wants control of water resources shift- 
ed from Washington to the local level, and says that federal gen- 
erating plants and transmission lines should be sold to private en- 
terprise or local public agencies. 

“Another example is the National Reclamation Association. 
NRA delegates from the 17 western states—conservationists all— 
have called for the elimination of ‘valley authorities,’ no duplicate 
transmission lines, no subsidies for federal power, and stressed 
greater local participation. 

“Business-managed electric light and power companies are far 
from alone in their stand against government ownership. Freedom 
of enterprise is an all-inclusive American pastime, and has been 
since the very birth of the nation. Double talk and jargon have 
confused the issue in many minds, but basically, freedom of enter- 
prise has in every American an ally.” 


—EDpIToRIAL STATEMENT, 
Forward Magazine. 
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Proposed FCC Rule Draws 
USITA Fire 


 eineiaseaye by the state of California to 
amend the rules of the Federal Com- 
munications Commission in such a way as 
to permit the state, through its own micro- 
wave radio stations, to handle general ad- 
ministrative communications of state gov- 
ernment agencies during off-peak periods 
has been attacked as an unnecessary and 
unwarranted invasion of the field of pri- 
vate enterprise. The charge came from the 
United States Independent Telephone As- 
sociation, which insists that telephone com- 
panies are able to furnish all needed 
communication service under rates and 
conditions fully comporting with the pub- 
lic interest. 

In its “Notice of Proposed Rule Mak- 
ing” (Docket No. 10777), the FCC indi- 
cated it had made no determination on the 
question and was not proposing specific 
amendments of its rules. The notice was 
issued for the purpose of allowing inter- 
ested parties to present their views prior 
to January 15, 1954. If the commission 
should follow precedent set in a similar 
case, the California proposal is not likely 
to get very far. The FCC showed itself 
unsympathetic to state attempts to set up 
their own communications systems when 
it issued a notice, on September 17, 1952, 
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Wire and Wireless 


Communication 


which would require the Federal State 
Market News Service of California to 
vacate frequencies now being used to 
carry, Over a state-owned microwave radio 
network, agriculture market news. At that 
time, the commission stated : 


. . . the commission believes the evi- 
dence available points to the fact that it 
would be in the public interest for 
FSMNS to obtain service through utili- 
zation of wire lines or microwave facili- 
ties of common carriers, as is now the 
case in all other states utilizing this 
market service. Moreover, in view of the 
fact that California is, and has been for 
many years, the only state which has 
been authorized to use high frequencies 
for this type of service, it is abundantly 
clear that the commission’s proposal is 
in no way discriminatory toward the 
state of California or the FSMNS. 


_ implications of California’s pro- 
posal are far-reaching, so far as the 
telephone industry is concerned. If the 
FCC should grant the state’s present peti- 
tion, it would mean that administrative 
communications of its agencies now han- 
dled over the regular facilities of commer- 
cial telephone companies would be diverted 
to the proposed state-owned microwave 
radio system. This volume of business 








represents a considerable amount of the 
total revenues of commercial companies. 
Should the commission approve Califor- 
nia’s petition, the door would be open for 
other states to demand the same rights. 

Last month Governor Len Jordan of 
Idaho spoke out against a proposed initia- 
tive to put the state of Idaho in the com- 
munications and power businesses at the 
same time. Twenty-two Idaho residents 
of Canyon county filed a petition propos- 
ing a state authority for the “generation 
and sale of electric energy and operation 
of a communications system.” Jordan 
commented: “If ‘communications’ means 
what the dictionary says, then this could 
mean the socialization of the state of 
Idaho. I want no part of it.” 

The request would require 27,500 sig- 
natures in order to go on the 1954 ballot, 
and Jordan urged Idahoans “to know 
what they are signing before affixing their 
names to this petition. If they mean to 
change the state government, then people 
should know before they sign.” 


» 
Wire Tap Bill Faces Opposition 


— GENERAL BROWNELL’S re- 
quest for a bill to legalize telephone 
wire tapping is likely to run into some stiff 
opposition in Congress, particularly in the 
Senate, where Democratic members of the 
Senate Judiciary Committee have ex- 
pressed grave doubts as to the wisdom of 
such legislation. Brownell’s recommenda- 
tions for a wire-tapping bill have already 
been embodied in the Keating Bill, which 
is expected to pass the House with little 
difficulty. This bill would permit wire 
tapping by federal investigating agencies 
in espionage and similar security cases 
under a federal court order, but would 
prohibit indiscriminate use of this method 
of obtaining information. Evidence so ob- 
tained could be used in federal courts, con- 





WIRE AND WIRELESS COMMUNICATION 





trary to present practice. Telephone com- 
panies and their officials would be required 
to co-operate with federal investigators 
under the penalty provision of the bill. 

Senators McCarran (Democrat, Ne- 
vada) and Kefauver (Democrat, Tennes- 
see), both members of the Senate Judi- 
ciary Committee, have expressed fears that 
Brownell’s plan would lead to the invasion 
of the personal privacy of many people. 
They pointed out that once Congress 
liberalizes the use of wire tapping in se- 
curity cases, there would have to be en- 
abling legislation to use such methods in 
other types of cases. The Federal Bureau 
of Investigation and the Central Intelli- 
gence Agency both use the wire tap to 
collect useful information on such cases 
as kidnapping and extortion, without using 
it as court evidence. Passage of the Keat- 
ing Bill, therefore, could handicap such 
agencies while working on nonsecurity 
cases. 

> 


Colorado Commission Disputes 
Company Dividend 


HE Colorado Public Utilities Com- 
mission and Mountain States Tele- 
phone & Telegraph Company have ex- 
changed statements in a controversy over 
Mountain States’ 15 cents a share dividend 
increase, voted last month. The commis- 
sion touched off the argument with a state- 
ment criticizing the increase in the quar- 
terly dividend from $1.50 to $1.65 a share. 
Last October 9th, the commission, after 
a long hearing, authorized $4,011,040 ad- 
ditional annual revenues for Mountain 
States, based upon a 6.66 per cent return 
on net investment. After deductions for 
wage increases, taxes, and other charges, 
the company’s net increase was $1,473,212. 
The commission said its decision was 
based on the conclusion that ‘‘equity earn- 
ings of $8.81 a share are reasonable and 
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will permit payment of a $6 dividend and 
enough of retained earnings in four years 
to protect the $6 dividend for a reasonable 
length of time.” Noting that American 
Telephone and Telegraph Company holds 
86.66 per cent of Mountain States stock, 
the commission said it “might have been 
more sympathetic to a higher dividend if 
it could be shown that an increased divi- 
dend would materially help the company 
or local stockholders.” The commission 
said that AT&T owns 1,689,004 shares, 
and minority stockholders 259,991 shares 
of Mountain States common. If the divi- 
dend increase were maintained at 60 cents 
yearly, the commission said AT&T would 
receive $1,013,402, and minority stock- 
holders $155,994. 

Mountain States replied that the divi- 
dend boost was “more urgent” than in- 
creasing the company’s surplus, “‘because 
immediate improvement in the market 
price of Mountain States stock is neces- 
sary if we are to attract savings of inves- 
tors needed to refinance our short-term 
loans and continue our large construction 
program. We have been walking a tight- 
rope in our effort to keep earnings and 
rate of dividend in a condition which will 
make the stock attractive to investors. This 
is vital if we are to continue the huge ex- 
pansion program to meet public demand,” 
the company stated. 


¥ 
NET&T Rate Boost Approved 


HODE IsLanp Public Utilities Admin- 
istrator Thomas A. Kennelly has 
granted the New England Telephone & 
Telegraph Company permission to increase 
its rates to produce an additional $786,000 
in gross revenue annually. Kennelly’s rul- 
ing, which came late last month, followed 
a series of moves beginning in 1951 when 
the company asked for $2,150,000 addi- 
tional revenue. After extended hearings, 
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the company was allowed an increase of 
$1,168,000, September, 1952. The com- 
pany appealed to the supreme court for 
the full amount, while the rates calculated 
to yield $1,168,000 were allowed to go into 
effect. 

Last July the court said it needed more 
data to determine whether Kennelly’s Sep- 
tember, 1952, ruling was equitable. The 
$786,000 allowed last month, with the in- 
crease previously granted, makes a gross 
increase of $1,954,000 in the past fifteen 
months, still $196,000 short of the com- 
pany’s original request. Kennelly noted in 
his latest ruling that the company’s rates 
in effect in 1952 were estimated to have 
produced a rate of return of about 4 per 
cent for that year as related to the $37,- 
000,000 rate base. His allowance of $1,- 
168,000 in added gross revenues in the 
September, 1952, order actually would 
have given the company slightly in excess 
of 5.3 per cent rate of return, he said. The 
latest ruling is computed to produce a 6.2 
per cent rate of return on the same un- 
changed rate base. 


jew telephone company had contended 
that to attract venture capital for 
plant expansion, it needed a rate of return 
of 73 per cent. It predicated this estimate 
on existence of a debt ratio of 35 per cent 
for bond money and 65 per cent for com- 
mon stock money. Cost of common stock 
money, the company argued, was based on 
an assumption that company earnings 
would be $10 a share on common stock, 
and that not in excess of 80 per cent of 
the earnings would be paid out in the form 
of dividends. In his ruling last month, 
Kennelly disagreed with the company’s 
position. He said he believed the company 
could market its securities with a debt ratio 
of 42 per cent and 58 per cent for equity 
capital. Further, he stated, the company 
does not require annual earnings of $10 
a share to maintain credit. 





Financial News 
and Comment 


By OWEN ELY 


The FPC Backlog of Gas 
Rate Cases 


D” to the fact that most of the gas 
utilities have now converted to nat- 
ural gas, and that most of this gas flows 
across interstate lines from fields in the 
South and Middle West, the Federal Pow- 
er Commission occupies a key position in 
the regulation of gas rates, although of 
course most of the rates for retail dis- 
tribution are being handled by the state 
commissions. Since comparatively little 
electricity crosses state lines except on an 
interchange basis, the commission’s job 
of regulating interstate electric rates re- 
mains relatively unimportant as compared 
with the problem of gas rates. 

In the past three or four years the price 
of natural gas in the field has risen quite 
sharply. Years ago gas was available as 
low as 3-5 cents, now in a few cases it has 
gone as high as 20 cents. Of course, the 
rise in retail rates has been much slower 
because most gas is wholesaled on a long- 
term contractual basis, and it is only the 
additional gas which reflects the higher 
field costs, at least until the time when a 
contract expires. (There are also some in- 
creases due to the so-called “favored na- 
tion” clause in wholesale rate schedules. ) 
But any rate increases by large gas pro- 
ducers may have a “chain reaction” effect, 
in that a number of wholesale distributors 


and a still larger number of retailers may 
be affected. 

The problem of readjusting rates to 
agree with the new field costs has thus 
placed a tremendous burden on the rate 
division of the FPC. This burden has 
probably been increased by the desire of 
the FPC staff to apply the “cost-of- 
money” theory to the regulation of rates. 
This involves statistical investigation of 
the company’s cost of obtaining new capi- 
tal to finance its expansion, the resulting 
percentage being considered (unless modi- 
fied by other considerations) as the rate of 
return to which the company should be 
entitled. The estimated pro forma earn- 
ings under the proposed rate increase are 
then measured against this “yardstick.” 


HE FPC backlog of gas rate increase 
applications as of January 1, 1954, 
approximated 49 cases, with the total 
amount of increases involved approximat- 
ing $143,398,100. Both the commission- 
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ers and the staff have realized the handi- 
cap thus imposed on the industry; for 
while many of the rate increases are being 
collected under bond, nevertheless this in- 
troduces an element of uncertainty into 
the earnings statements of all the utilities 
involved, both wholesale and retail. Hence 
an effort has been made to eliminate the 
long delays which have occurred in the 
past in the processing of rate cases. Some 
of the steps which have been taken in an 
effort to streamline rate regulation have 
been as follows: 


Efforts are now being made to settle as 
many cases as possible by compromise 
agreement between the companies and the 
commission, and progress has been effected 
by this method in a number of important 
cases—one such conference included as 
many as fifty people around the table. 
“Canned testimony” is now being used 
increasingly. This refers to testimony pre- 
pared and certified in advance and sub- 
mitted to all parties at interest, so that it 
does not have to be given orally. This 
saves not merely the time used in presenta- 
tion but also the many interruptions which 
usually occur when the question-and- 
answer method is employed and opposing 
counsel wish to make “exceptions” for the 
record. It leaves the door open for cross- 
examination, of course. 


. staff has also set up certain stand- 
ards and rules for submitting statisti- 
cal material in connection with rate cases 
(Order 165, Docket R-124, May 21, 
1953). These rules distinguish between 
major and minor rate increases: In the 
latter certain material can be omitted. 
However, in a major rate case the volume 
of data requested under the order (which 
was designed to follow the “cost-of- 
money” theory, though less stress is now 
being placed on this by the new commis- 
sioners) seems quite voluminous. The 


JAN. 21, 1954 


order calls for detailed data on the rate 
base, on cost of service, and on the histori- 
cal cost of raising new capital. The test 
period is the latest twelve months avail- 
able, with the figures adjusted to a pro 
forma basis for all changes in revenues 
and in costs “known and measurable,” 
which may become effective within seven 
months after the test period. The report 
form makes provision for allocating over- 
all operating costs both between services 
and/or by zones, where necessary. 

There are detailed forms for calculat- 
ing the cost of money. The original per- 
centage yield cost for each item of debt, 
preferred stock, and common stock is to 
be worked out, with a weighted average 
for each group. On the common stock, 
however, the calculation of average cost is 
limited to sales of stock during a 5-year 
period preceding the end of the test period. 
A great deal of additional historical data 
is called for—book values, earnings, divi- 
dends, market prices, and various ratios 
used in considering cost of money. All of 
this statistical material makes up a fair- 
sized bound report, of which ten copies 
must be supplied. 


HE staff also seems to have shown 

some propensity for “changing the 
rules” as each new case comes up. New 
ideas or methods seem to develop with 
respect to such statistical problems as the 
allocation of costs between jurisdictional 
and nonjurisdictional business, the rela- 
tions between demand and commodity 
rates, the form of contract rates, the de- 
tailing of plant and other rate base 
items, the application of depreciation 
rules, etc. In other words, the staff’s 
thinking on these accounting and rate 
problems appears not to have “jelled” 
completely, with resulting variations which 
involve extra time and effort in the prepa- 
ration of cases and considerable guess- 
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work as to the final results of the orders. Perhaps the emphasis on compilation 
This was illustrated in the United Fuel of these detailed statistical reports, plus 
Gas Case (already described in this de- the changes in methodology, may tend to 
partment) where the effects of the decision offset the other time economies which the 
on future earnings were gauged with commission has been able to effect in the 
widely varying results by the staff and by hearing procedure. In any event, it does 
the company. not appear that a great deal of progress 
& 





DECEMBER FINANCING 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 













Ss 
Price de Offer- 0 
Amount To writing ing Moody Offer- 
Date (Mill.) Description Public Spread Yield Rating ing 
Mortgage Bonds and Debentures 
12/2 $10.0 Florida Power Corp. Ist 38s, 1983.... 101.94 .76C 3.52% A a 
12/3 10.0 Columbus & Southern Ohio Elec. Ist 

5) 58 Co SRO OOOO CROC TEI 102.31 .69C 3.50 A a 

12/3 8.5 Iowa Power & Light Ist 3%s, 1983 ... 101.42 .63C 3.30 Aa a 
12/3 10.0 Monongahela Power Ist 3s, 1983 ... 102.31 58C 3.50 A a 
12/3 25.0 Tennessee Gas Trans. Ist S.F. 4s, 1973 101.38 87C 3.90 A a 
12/11 20.0 Philadelphia Elec. Ist 34s, 1983 ..... 99.52 50C oS Aaa d 












, Preferred S — bee Sa C 
1 1.5 Bridgeport Gas Light 5.28% Conv. 

- ($25 par) stave aia fauastve roteia over ‘ seissrtels 25 1.00N 5.28 _ # 
12/8 5.1 Duquesne Light 4.20% ($50 par) .... 51.21 1.00C 4.10 

12/18 7.7. Narragansett Electric 4.64% ($50 par) 51.13 .93C 4.54 oo d 














Common Stocks—Offered to Public 







12/2 $15.2 Virginia Electric & Power ........... 27.13 49C 5.16 7.0 c 
12/9 1.8 New England Electric System ....... 14 32€ 6.43 8.1 - 
722 4629 United'Gas Gotp. «icc. bacco cice es 28.63 ASG 4.37 6.8 . 










*Not a new issue—stock sold by holding company. # —Offered to common stockholders and 92 per cent 
subscribed. C—Competitive bidding. N—Negotiated underwriting. a—Reported well received. c—Reported 
sold somewhat slowly. d—Reported that the issue sold slowly. 







DECEMBER NEW-MONEY FINANCING 
(In Millions) 












Offered to Sold to Sold Total 
Stockholders Public Privately Financing 

Electric Companies 
RR oe eS ova bbs aad apiewaeiGntuaens — $ 59 $9 $ 68 
PEC LETTOUE SOCK: 6 5.655:6 5:5.4G4. 36S e SG 0es se dnces — 12 _ 12 
GMO SOO 6 55 koi ac ced dew snecsenwawsele — 15 —~ 15 
NOUN ie is his ails Sis iw Salarenares Sid ate ea wed — $ 86 $9 $ 95 

Gas Companies 

LLG Sg en — $ 25 $16 $ 41 
(rool ted ae ee eee $1 a _ 1 
MS OMOMNCHOCK ini5,3.5/5.0 a0 66s 8040480 sealers iain — — ae 
Mota? access Bi aaonGiasinenainsaaienc neces $1 $ 25 $16 $ 42 
Wotali Mléctric’ and Gas) .osecsccsccccccaswcscecews $1 $111 $137 








Source—Irving Trust Company. 
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was effected in 1953 in cutting down the 
backlog of cases. The commission prob- 
ably needs additional skilled help in order 
to dig its way out of the huge accumula- 
tion of rate cases. With an additional 
$250,000 funds from Congress, the staff 
seems to feel that it could employ enough 
analysts and lawyers to reorganize along 
geographical lines. This would mean that 
companies in a given area would be 
assigned to certain men, who would thus 
become familiar with the background of 
these utilities. An analyst or attorney 


would thus be able to analyze the material 
submitted in a particular rate case more 
readily and efficiently than a man who 
had not previously studied the area or the 
company. 


: SEC used such a method in its 
administration of the Holding Com- 
pany Act—certain men were assigned to 
certain holding companies on a semi- 
permanent basis, thus becoming familiar 
with the special problems involved. There 
seems to be a great deal of merit in the 
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idea, and the relatively small amount of 
additional funds required would seem a 
small price to pay to get the industry back 
on an even keel with respect to allowable 
rates and earnings. 

Could not the commission speed up the 
rate cases, however, by (temporarily at 


e 


least) dispensing with the arduous “‘cost- 
of-money” calculations? A return to a 
straight “reasonable rate of return,” tak- 
ing into account broad variations in the 
risk factor for different divisions of the 
industry, would bypass a large part of the 
statistical work and testimony involved 


CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Unit 


Operating Statistics (October) 

Output KWH—Total 
Hydro-generated 
Steam-generated 

Capacity 

Peak Load (August) 

Fuel Use: — 


Coal Stocks 


Customers, Sales, Revenues, and Plant (October) 

KWH Sales—Residential 
Commercial 
Industrial 


Customers—Residential 
Commercial 
Industrial 


Income Account—Summary (October) 


Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales 
Sales to Other Utilities 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. ......... 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stk. (Est.) 
Common Dividends (Est.) . 


Electric Utility Plant (October) 
Reserve for Depreciation and Amort. .... 
Net Electric Utility Plant 


Bill. KWH 


Mill. KW 


Mill. Tons 
Mill. MCF 
Oil Mill. Bbls. 
Mill. Tons 
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Month 12 Mos. 
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in a rate proceeding. Meanwhile, if de- 
sired, the commission might incorporate 
the required data for “cost of money” in 
the annual statistical forms required of all 
natural gas companies under its jurisdic- 
tion. This material would then become 
available for use in future rate cases and 
could easily be brought up to date if de- 
sired. The net “cost of money” for each 
company could perhaps be shown in the 
commission’s annual “Statistics of Natural 
Gas Companies.” 


eee the commission could also bor- 
+ row a leaf from the policies of some of 
the state commissions. The New York 
state commission sometime ago permitted 
all the retail gas distributors in the metro- 
politan New York area to put rate in- 
creases into effect in an amount sufficient 
to offset the higher cost of gas charged 
by Transcontinental Gas Pipe Line Corpo- 
ration; and recently all of these companies 
reduced their rates when the Transconti- 
nental increase was adjusted downward. 
This avoided the immense job of studying 


each individual rate case on its own merits. 
Perhaps the FPC could even go a step 
farther and permit the use of “adjustment 
clauses,” which would permit such rate 
increases or decreases to go into effect 
automatically, without even the necessity 
for commission hearings or approval. 


” any event, it would seem advisable for 
the commission to get rid of the big 
backlog of cases now clogging its activi- 
ties, by reducing the stress on “cost of 
money” and other theories (which repre- 
sent a hold-over philosophy from previ- 
ous administrations) in order to permit 
straightforward common sense disposal 
of these cases. This would be of great 
assistance to a company such as Columbia 
Gas System, whose cases account for a 
substantial proportion of the backlog. This 
company has been forced to continue a 
heavy program of equity financing to 
finance its huge expansion, but has 
seen its common stock decline about one- 
quarter in the past two years because of 
investors’ doubts about maintenance of the 
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dividend, which the company had been 
unable to earn fully due to delays in 
obtaining rate increases. 


» 
Long-term Trends 


K. Biake of General Electric Com- 
© pany has prepared several interest- 
ing long-term charts which we reproduce 
(in redrafted form) on pages 110 and 
112. The chart of Consumers’ Price In- 
dex is: based on the figures shown on page 
409 of the FortNicHTLY for September 
24th (“Needed Reform for Utility Tax 
Depreciation,” by F. Warren Brooks). 
Mr. Blake has commented on the trend 
of consumers’ prices as follows: 


The wide deviation produced by 
World War I leveled off . . . during 
the 1921 depression and stayed sta- 
tionary until the big depression in 1930. 
The change in level is significant as 
indicating the possible future limits of 


depression effects. For example, if we 
should have an equally severe depres- 
sion (as in 1930) in the next year or 
so the drop below the line in 1955 
would probably not reach 90. It does 


& 


not take much imagination to believe 
it may never see 100 again. It may level 
off for five to ten years and then move 
upwards. ... The World War II activ- 
ity failed to produce as rapid a rise as 
from 1916 to 1920 when it nearly 
doubled in four years. A corresponding 
rise would have taken it to about 113 
in 1944. Price control slowed it up to 
cross the line a year after the war ended 
and reach 113.5 in 1952 or twelve 
years. 


HE chart on residential kilowatt-hour 

revenues indicates a consistent down- 
ward trend which has resisted all infla- 
tionary causes from 1880 to 1951. If these 
figures were adjusted for the change in 
purchasing power of the dollar, the rate 
of decline would, of course, have been 
greatly accentuated. 

The chart on power generation for 
1916-52 indicates that there is an average 
growth of 7.2 per cent a year (compound- 
ing) so that power output doubles about 
every ten years. It is this growth which, 
combined with engineering progress, has 
permitted the rapid reduction of rates. 


DATA ON ELECTRIC UTILITY STOCKS 
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Div. 
Rate 
American Gas & Elec. .... 
Arizona Public Service .... 
Arkansas Mo. Power 
Atlantic City Elec. ....... 
Bangor Hydro-Elec. ...... 
Black Hills P. & L. ...... 
Boston Edison 

California Elec. Pr. ...... 
alit; Oregon EP. ess s:0: 
Gots tir ae. 2) 
Central Hudson G. & E. ... 
Central Ill. E. & G. ...... 
Central Ill. Light 

Centre Uh PS) oi eswes 
Cent. Louisiana Elec. ..... 
Central Maine Power 
Central & South West 
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Share Earnings* 
Cur. % In- 12 Mos. 
Period crease Ended 
$2.50** 9% Oct. 

1.34 6 Oct. 
1.63 Sept. 
2.05 Nov. 
1.97 Sept. 
2.00 Oct. 
2.98 Sept. 

90 Sept. 
1.63 Aug. 
2.97 Nov. 

85 Sept. 
2.29 Sept. 
2.82 Nov. 
1.40 Sept. 
1.54 Sept. 
1.37 Nov. 
1.65 Sept. 
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Central Vermont P. S..... 14 
Cincinnati G. & E. ........ 22 
Citizens Utilities ......... 15 
Cleveland Elec. Illum. .... 54 
Colorado Cent. Power .... 22 
Columbus & S. O. E. ...... 27 
Commonwealth Edison .... 37 
Community Pub. Ser. ...... 20 
Concord Electric ......... 35 
Connecticut L. & P. ....... 16 
Connecticut Power ....... 38 
KGonsol. Edison... .c0s0<s 42 
Consol. Gas of Balt. ...... 27 
Consumers Power ........ 40 
Lc’, 2. eer 38 
Delaware P. & L. ........ 28 
UNG Ch 2) eee 23 
Detroit Edison ....3...0 30 
Souie PGWE? .6.<6s0000s0%0 38 
Duquesne Light .......... 28 
Eastern Util. Assoc. ....... 31 
Edison Sault Elec. ........ 9 
El Paso Electric ......... 28 
Empire Dist. Elec. ........ 24 
Fitchburg G. & E. ........ 48 
Florida Power Corp. ...... 28 
Wierda ©. 1. oo ss. .seccs 39 
General Pub. Util. ........ 29 
Green Mt. Power ........ 24 
Gulf States Util. ......... 27 
LEV of ee 52 
Haverhill Plec, .. 2.000000 39 
faouston € 0 P, oo ascuees 29 
Idaho Power ...........0- 44 
Illinois Power ............ 42 
Indianapolis P. & L. ...... 41 
Interstate Power .......... 104 
Towa Elec. L. & P. ........ 21 
Towa-Ill. G. & E. ... 29 
Iowa Power & Light . 25 
Iowa Pub. Service ... 24 
Iowa Southern Util. . ee 
Mansas City P2& L. 1... 32 
Kansas Gas & Elec. ...... 38 
CE gg © 18 
Kentucky Utilities ........ 19 
Lake Superior D. P........ 31 
Lawrence Electric ........ 28 
Long Island Lighting ...... 17 
Louisville G. & E. ........ 41 
Riowell Flee TA. oc sccs sess 55 
EON, Ch. a. ea 28 
Madison G. & E. ......... 35 
Maine Public Service ...... 22 
Michigan G. & E. ........ 31 
Middle South Util. ........ 27 
Minnesota P. & L. ........ 21 
Miss, Valley P.S. «00.0006 24 
JOO Oe ae 31 
Missouri Utilities ......... 19 
Montana Power ........... 32 
Mountain States Pr. ...... 17 
New England Elec. ....... 14 
New England G.& E..... 16 
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Cur. Mos. 
Period crease Ended 
.94** D18 Nov. 
1.52 9 Sept. 
.98 13 Sept. 
4.05 21 Sept. 
1.46 14 Sept. 
2.27 15 Sept. 
2.34 8 = Sept. 
1.66 22 ~—s Sept. 
189 D25 Dec. 
1.01 5 Nov. 
2.34 D3 Sept. 
3.01 20 Sept. 
1.84 12 Sept. 
3.02 23 = Oct. 
2.71 Z Sept. 
2.07 20 =Nov. 
1.52 5 Dec. 
2.00 28 8=Nov. 
2.87 29 Sept. 
2.18 10 Sept. 
2.55 10 Oct. 
72 1 Sept. 
2.10 8 Oct. 
2.14 14 — Sept. 
3.63 16 Dec. 
2.00 a5 Sept. 
2.98 13 Sept. 
2.39 24 Sept. 
1.83 3 Sept. 
1.78 32. = Nov. 
3.69 38 ~=—s- Sept. 
2.71 5 Dec. 
1.99 20 Nov. 
3.39 42  ~=Sept. 
2.80 7 Nov. 
3.11 D1 Sept. 
.94 12 Sept. 
1.60 15 Oct. 
2.26 5 Sept. 
1.92 17 Sept. 
1.80 10 Nov. 
1.64 38 Nov. 
2.42 15 Oct. 
3.33 18 Nov. 
1.37 1 Sept. 
1.70 12 Sept. 
2.87 10 ~— Sept. 
2.38 D10 Dec. 
1.24 10 Sept. 
3.27 17 _—s— Sept. 
3.63 D2 Dec. 
1.88 21 Dec. 
2.71 10 ~=—— Dee. 
2.14 49 Oct. 
2.83 2 ~~ Sept. 
1.99 14 = =Nov. 
1.98 22 Nov. 
2.11 28 Nov. 
2.09 34 Dec. 
1.66 7 Sept. 
2.71 — Oct. 
1.27 21 Sept. 
liza D2 Sept. 
1.36** 6 # Nov. 


Share he. 
In- 1 








Price- 
Earns. 
Ratio 


11.8 
13.4 
11.5 
11.8 
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FINANCIAL NEWS AND COMMENT 














Divi- 
1952 12/29/53 Cur- Share Earnings* Price-  dend 
Rev. rice Div. rent Cur. % In 12 Mos. Earns. «ay- Moody 
(Mill) About Rate Yield Period crease Ended Ratio out Rating 
39 O New Orleans P.S......... 4) 225 55 2.88 3 . Oct 142 78 A 
2 O Newport Electric ......... 36 «200 438656 3.48 18 Oct. 103 S57 — 
Gs 5 Wye State. 6eG) 6.045 36 190 85.3 2.46 19 Oct. 146 77 A 
189 S Niagara Mohawk Power .. 28 160 5.7 2.03 | Vee Oe 13.8 79 Aa 
59 O Northern Ind. P. S. ...... 28 1.60 57 2.39 7 Oct. 11.7 67 A 
100 S Northern States Pr. ...... 14 80 5.7 1.10 16 Sept. 127 73 °#£4Aa 
8 O Northwestern P.S......... 15 90 ~83=6..0 1.39 2 Sept. 108 65 A 
101) (S. 4ONG BGIGON: 0 sce <5 cae sus 39 220 56 3.10 17. Nov. 126 71 Aa 
a2 S Oklahoma G & FE. ....... 27 150 5.6 1.93 7 Nov. 1440 78 A 
13 © Otter Tail Power ..<. 6.066. 25 150 6.0 2.35 26 =©Oct. 106 64 — 
314 S PachieG. & EB. occ. ccics 39 220 56 3.12 43 Sept. 125 71 Aa 
2 © PaGhe Pel. cossccccecs 20 1.20 60 1.89 9 Sept. 106 63 #£«Baa 
87 S Penn. Power & Light ..... 35 200 5.7 2.78 14 = Oct. 126 72 A 
8 A Penn. Water & Power .... 39 2.00 5:1 231 D9 Dec. 169 87 A 
175 S_ Philadelphia Elec. ......... 32 160 5.0 2.35 8 Oct. 136 68 #Aaa 
29 O Portland Gen. Elec. ...... 32 180 5.6 2:53 1 Nov. 12.6 71 Baa 
48 S Potomac Elec. Power ..... 17 100 5.9 LAs D2 = Oct. 15.0 88 Aa 
52 S. Pub, Serv. of Golo. ....... 35 160 4.6 233 14 Sept. 150 69 # Aa 
214 S Pub. Serv. E. &G. ....... 25 160 64 1.99 18 Sept. 126 80 #£Aa 
S4 S$ Public Serv: of fnd:.....:.. 37-2000 §=54 2.34 10 = Oct. 15.8 85 Aa 
17 O Public Serv. of N. H. .... 27 180 6.7 183 Dll Nov. 148 9 #A 
8 O Public Serv. of N. M...... 103 5G 86S 81 14 Sept 130 699 — 
20 O Puget Sound P. & L....... 24 #8150 63 1.70 3 Sept. 141 88 Baa 
43 S Rochester G. & E. ...... 41 2.24 85.5 3.42 36 Sept. 120 65 A 
9 © Rockland &. &P. .....666% 14 60 43 68 11 Sept. 206 88 A 
1S St gosto GL. & ©. csiscccs 19 1,20 6.3 1.69 20 Sept. HZ 71 A 
33 O San DiegoG. & E......... 15 80 5.3 1.12 Ss Oct 134 71 # 4Aa 
12 S Seranton Electric ......... 18 100 5.6 1.37 23 Oct. 13.1 73 — 
6 O Sierra Pacific Pr. ........ 32 2.00 6.3 2.82 32 Oct. 11.3 71 Baa 
127 $ “So: Calif, Bdison: ..5 5.04%: 39 «62.00 385.1 257 Dis Sept. 152 78 Aa 
27 S So. Carolinak &G:; .....:..:. 15 70 47 93 27. = Sept. 161 75 Baa 
5 (© ‘Southern Golo: Pr: ....... 124 70 5.6 1.13 27. Aug. ll 62 — 
1644 S Southern Company ....... 16 80 5.0 1.22 9 # Nov. 13.1 6 — 
12 S So. Indiana G. & E. ...... 26 150 58 2.17 21 Nov. 120 69 #£«Aa 
1 O Southern Utah Power ..... 14 1.00 He! 1.67 46 Dec. 84 6 — 
2 O Southwestern E.S......... 17 96 865.6 1.41 4 Aug. 12.1 6 — 
27 O Southwestern P.S......... 25 120 48 1.49 11 Sept. 168 81 A 
15 A Tamoa Electric .........- 54 2.80 5.2 3.68 15 Oct. 14.7 76 Aa 
OF S Texas Utilities... 60.00. 48 208 43 3.32 15 Nov. 145 63 #£xAa 
33 S ‘Toledo Edison ...... 0.06. 123 70 56 91 D2 Sept. 13.7 77 4A 
8 © TucconG,. E. Li&P....... 18 oo 51 1.40 22 Sept 129 6 — 
91 S Union Elec. of Mo. ....... 22 12 8655 1.28 2 Sept. 172 94 °#&Aa 
25 O United Illuminating ...... 44 240¢ 5.5 4B 15 Dec. 16.1 8s 
2 O Upper Peninsula Pr. ...... 18 1.20 6.7 1.34 DS Sept. 13.4 90 Baa 
26 S Utah Power & Light ...... 35 200) 5:7 2.67 10 Nov. = 13.1 75 2A 
v7 iS VWarpinin Bo Pe occ s 50 27 140 5.2 1.93 13 Nov. 140 73 # Aa 
18 S Washington Water Pr...... 26 160 62 1.67 Db? Oct 1.6 % oA 
100 S West Penn Elec. .......... 36 06«6.2.20~— 6.1 3.42 11 Oct. 105 64 — 
56 O West Penn Power ........ 42 210; =§©650 2.39 7 Sept. 17.6 88 Aa 
9 O Western Lt. & Tel. ........ 27 160 5.9 2.55 31 Sept. 106 63 A 
20 O Western Mass. Cos. ....... 33 2.00 6.1 2.52 27 Nov. 13 79 — 
79 S Wisconsin Elec. Pr. ....... 2 fe 54 2.15 24 Sept. 130 70 # £Aa 
29 O Wisconsin P. & L. ........ 22 1200—Ct SS 1.65 IS Set 33 2 A 
27 S Wisconsin Pub. Ser. ...... 19 1.10 5.8 1.60 21 Oct. 11.9 69 A 
PVOTAOES ochaswneavie 5.6% 13.4 74% 





B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change is 
in the balance available for common stock. Tax savings resulting from accelerated amortization of defense 
facilities are excluded (when separately reported). **Based on average number of shares. a—Also regular 
annual 3 per cent stock dividend, which is included in the yield. ##—Also occasional stock dividends. tEsti- 
mated (rate irregular or includes extras). 
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What Others Think 


Management’s Responsibility in the Atomic Age 


Seem before have the problems and 
responsibilities of utility manage- 
ment been as great as they are in this age 
of atomic energy. The solution of prob- 
lems in the utility industry often requires 
a look ahead of five, ten, or possibly more 
years and places extraordinary demands 
upon the ability of the chief executive. 
The modern chief executive must not only 
take into consideration the economic, 
political, and sociological forces presently 
at work; he must also develop and evaluate 
new scientific ideas, and discern the be- 
ginnings of new forces or the redirection 
of old ones. 

How management solved one particular 
problem in the atomic age was the subject 
of an enlightening address by Edison 
Electric Institute President Walter H. 
Sammis at the annual round-table confer- 
ence of EEI’s industrial relations commit- 
tee, held last October in Chicago. Sammis 
believes the most important problem of the 
utility industry in this atomic age concerns 
the inroads that government proprietary 
operations are making in business in gen- 
eral and particularly in the utility industry. 
The percentage of power generated by 
the private electric utility industry has 
dropped from 90 per cent in 1939 to 81 
per cent today, while the federal govern- 
ment has increased its participation dur- 
ing the same period from 4.3 per cent to 
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13.9 per cent, and will increase its pro- 
duction of electric energy as new generat- 
ing plants now under construction are 
completed. 

The arguments against government in 
business are too familiar to emphasize 
here. When government goes into pro- 
prietary business it, of course, pays no 
federal taxes and only a token payment in 
lieu of state and local taxes. In most in- 
stances, no interest on the capital employed 
is charged against government operations ; 
where interest is charged, it is at a rate 
obtained from the issuance of government 
bonds—a rate far below that which private 
industry is required to pay in the same 
money market. Further, there are often 
other items of expense absorbed by the 
federal government and not charged 
to its operations. 

Sammis summed up the position of 
private industry on the question of 
government proprietary operations as 
follows : 


If the government with the tax 
moneys of its citizens is going to com- 
pete with its citizens in business, it 
should operate . . . its business on an 
equal basis with private proprietary 
business, charging to the government 
business the true costs of doing busi- 
ness. Government should not base its 
business prices on subsidized costs at 











the expense of the customers of private 
business and the general taxpayer. Fur- 
ther, the federal government going into 
proprietary business is one of the rea- 
sons our national debt is at the present 
level of approximately $273 billion. 


+ inn manner in which utility manage- 
ment dealt with problems presented 
in the development of atomic energy 
furnishes a striking illustration, in Sam- 
mis’ view, of one way to meet the chal- 
lenge of government proprietary business. 
Prior to the public announcement of the 
location of an atomic energy plant in the 
Ohio valley, representatives of the Atomic 
Energy Commission discussed with sev- 
eral electric utility companies the possibili- 
ties of obtaining 1,800,000 kilowatts of 
electric power, with a use of 15 billion kilo- 
watt-hours per year, or a 95 per cent annual 
load factor, at an undetermined location 
on or near the Ohio river. The amount of 
power requested was larger than that 
called for by any previous power contract 
and larger than the total load of any single 
operating utility in this general area. 

Meetings with a larger group of util1- 
ties, numbering 20 in all, resulted in an 
association of 15 of these companies, 
which led to the creation of the Ohio Val- 
ley Electric Corporation (OVEC) and its 
subsidiary, the Indiana-Kentucky Electric 
Corporation (IKEC). These two cor- 
porations are now constructing a 6- 
unit 1,200,000-kilowatt generating station 
called Clifty Creek at Madison, Indiana, 
and a 5-unit 1,000,000-kilowatt generat- 
ing station called Kyger Creek near Galli- 
polis, Ohio, to be interconnected with each 
other and with the atomic energy plant, 
now under construction in Pike county, 
Ohio, by 330,000-volt transmission lines. 
Sammis stated: 


The managements of this group of 
utilities, motivated by the challenge 
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presented by such a large undertaking, 
were determined to demonstrate that 
the electric utility companies were able 
and willing to supply any size require- 
ment of electric power at a location to 
be later selected. They were also con- 
scious of the fact that if these com- 
panies did not supply the electric energy 
requirements it would be necessary for 
the federal government, through one of 
its existing agencies or a newly created 
agency, to provide the requirements 
with the necessary accompanying ex- 
pansion of government ownership both 
in size and area covered. These con- 
siderations also motivated this group to 
combine all their respective “know- 
hows” to provide the electric energy at 
as low a price as humanly possible so 
there would be no incentive for the fed- 
eral government to consider seriously 
any other source of power. 


ques an immense undertaking naturally 
brought with it a variety of compli- 
cated and seemingly insoluble problems 
for management. It was necessary to de- 
termine the effect upon the cost of power 
of alternative locations for the proposed 
atomic energy plant. Finding the answer 
to this question required lengthy investi- 
gation of sources and prices of coal, since 
approximately 7,500,000 tons per year 
would be required. It was therefore neces- 
sary to consider the opening of new mines 
and the assurance of long-term coal con- 
tracts. Water and rail transportation 
facilities and rates also had to be investi- 
gated. The problem of whether to gen- 
erate all this power in one or two or more 
electric generating stations, with accom- 
panying determinations of kilowatt size 
and type turbogenerators and size, steam 
pressures and temperatures of boilers, 
transmission voltages and transmission 
connections with neighboring utility com- 
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panies had to be analyzed. There were 
also problems of availability of skilled 
construction labor and concentration of 
labor, with accompanying necessary hous- 
ing problems, availability of utility serv- 
ices for the additional population, neces- 
sary roads to handle additional traffic, and 
the availability of generating station sites 
along the Ohio river. 


HE matter of the term of contract was 

a particularly thorny problem. The 
final contract agreed upon provides for an 
initial term of twenty-five years from 
1952 and for three optional 5-year exten- 
sions. The fact that Congress appropri- 
ates money yearly, however, forced 
management to take into consideration 
a number of possibilities. Sammis 
explained : 


We asked ourselves these questions : 
If Congress decides some year not to 
appropriate money for the continued 


operation of the atomic energy plant, 
what would happen to us with a private 
investment of somewhere in the neigh- 
borhood of $400,000,000 and with 
continuing commitments for coal and 
other items? Further, what would hap- 
pen to us if Congress stopped appro- 
priating money for the atomic energy 
plant even before the generating sta- 
tions and transmission lines were com- 
pleted? Involved also were the assur- 
ances to be given the lenders of money 
. . . We went round and round on this 
problem. The total load of the 15 
sponsoring companies in 1954 was esti- 
mated to be in the neighborhood of 
9,000,000 kilowatts. The long-time 
growth of the utility industry has been 
6 per cent per year. Thus, with normal 
growth the 2,200,000 kilowatts contem- 
plated in the two generating stations 
could be absorbed by the 15 companies 
in about four years, if the power could 
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be transmitted to where it could be 
utilized. On the other hand, it requires 
about three years to conceive and con- 
struct additional generating capacity for 
any one of these 15 companies, so un- 
doubtedly there would be additional 
capacity under construction by each 
of these companies, if and when Con- 
gress should cease to make its yearly 
appropriation. 

Further, there was the problem of the 
possibility of an economic recession 
occurring at the same time. Also, there 
was the question of the federal govern- 
ment taking title to all the facilities in 
case of cancellation, either before com- 
pletion of the facilities or after comple- 
tion, which, if consummated, would 
have further increased the extent of the 
federal government in the utility 
business. 


HE answer to this latter problem was 
found in the development of an 
equitable cancellation clause, Sammis said. 
Under this clause, the AEC is required 
to give the companies a 2-year cancella- 
tion notice and an additional protection 
of several months, varying from twenty- 
eight months at the time of the completion 
of the generating stations and transmis- 
sion line facilities to zero months ten years 
later. In addition, AEC agrees to pay 
certain cancellation charges with provi- 
sions for reductions in such charges as the 
15 companies are able to absorb electric 
energy from the generating stations. Fol- 
lowing the cancellation period, Sammis 
explained, the 15 companies have agreed 
to absorb all the electric energy and related 
charges of the two generating stations, in 
accordance with a specified participation 
schedule. 
The cost of the project, based upon the 
spring of 1952 price levels, was estimated 
at about $365,000,000. However, allow- 
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ing for the possibilities of unforeseen dif- 
ficulties and further inflation, it was de- 
cided to make financial arrangements for 
$440,000,000. The money required for 
materials and supplies and working capi- 
tal, estimated at $20,000,000, would be 
supplied by equity capital from the par- 
ticipating companies, while insurance com- 
panies agreed to take bonds on the AEC 
contract and the physical facilities up to 
100 per cent of the cost of such facilities. 
If the federal government canceled the 
AEC contract at any time, however, the 
insurance companies would require that 
the bonded indebtedness be reduced im- 
mediately to 85 per cent or less of the 
then depreciated cost of the physical 
facilities. This meant that the companies 
might possibly have to pay off with little 
advance notice as much as $50,000,000 to 
$60,000,000. It was therefore decided to 
limit the amount of bonds to $360,000,000 
and seek the additional $60,000,000 from 
other sources. 


|b aramerrig the financial negotiations, 
Sammis continued : 


To raise the $60,000,000 which we 
thought inadvisable to take from the 
insurance companies, we went to the 
banks. We found the banks had quite 
an aversion to long-term loans, but 
finally some of the banks agreed to 
make a loan expiring on January 1, 
1967—approximately twelve years after 
the completion of the facilities, which 
would mean almost fourteen years from 
the time they advanced the first money. 
Since this term was less than twenty- 
five years—the time negotiated with the 
Internal Revenue Department for the 
depreciation of facilities for tax pur- 
poses—another stumbling block was 
created in connection with the costs to 
be charged in the price of the electric 
power and the allocation of amortiza- 


tion payments as between the bonds and 
the bank loans. In order to be able to 
make the required principal payments 
on the bank loan, it was finally agreed, 
but with much reluctance, to reinvest 
in the project one-half of the negotiated 
dividend, up to a maximum of $8,000,- 
000, on the money invested in common 
stock. The negotiations with 12 banks 
and two pension trusts paralleled the 
negotiations with the insurance com- 
panies. The banks are to advance $1 
for each $6 advanced by the insurance 
companies. 


As for common stock money, Sammis 
said, the 15 companies agreed to invest 
$20,000,000 in common stock which as 
already mentioned was thought ample to 
provide for working capital, materials and 
supplies, and coal in the coal pile. Arrange- 
ments were made in the negotiations with 
the AEC and incorporated in the contract 
that this common stock money would re- 
ceive a return of 8 per cent. After 
reviewing the AEC contract at the re- 
quest of a member of Congress, the Fed- 
eral Power Commission expressed the 
opinion that the elements of cost, includ- 
ing this 8 per cent return on OVEC’s 
capital stock, appeared reasonable, Sam- 
mis revealed. 


|. ainarom complex problem the 15 com- 
panies had to face was the matter of 
regulatory procedure. It was necessary to 
obtain necessary authority, approvals, or 
rulings from three federal agencies and 
the public service commissions of seven 
states. 

The matter of regulation also dis- 
turbed some of the 15 companies in other 
respects. 

“Some of the companies not subject to 
the Public Utility Holding Company Act 
of 1935 felt that it would be unwise if 
they had 10 per cent or greater stock par- 
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ticipation, for then they would be subject 
to the Holding Company Act as a ‘hold- 
ing company,’ ” Sammis explained. “Other 
companies felt that a 5 per cent or more 
stock participation would be unwise for 
that would subject them to the Holding 
Company Act as an ‘affiliate.’ Some com- 
panies not subject to the Federal Power 
Commission desired protection against 
power participation subjecting them to the 
jurisdiction of the Federal Power Com- 
mission. The discussions on these matters 
at one stage seemed never ending, but 
ratios of both stock and power participa- 
tions and other conditions were finally 
agreed upon that were satisfactory to all 
companies.” 

Another factor was whether or not the 
contract of OVEC with the AEC might 
be subject to renegotiation under the Re- 
negotiation Act of 1951 and further 
whether contracts made by OVEC with 
manufacturers and others would be sub- 
ject to renegotiation. Counsel to the AEC 
finally agreed that since the rates to be 
paid by the AEC for power are filed with 
the Federal Power Commission and vari- 
ous state regulatory bodies and are sub- 
ject to regulation by one or more state 
utility commissions, that payments by the 
AEC are not subject to renegotiation un- 
der such act and that it was not necessary 
to include in the contract a renegotiation 
clause. 

It was left for future determination 
whether the cancellation charges, if paid, 
will be subject to renegotiation. 


HE number of directors of OVEC 
was fixed at fifteen so that a repre- 
sentative of each of the 15 companies 
could be a member of the board of direc- 
tors of OVEC. Some of these directors are 


also directors of IKEC and of the execu- 
tive committees of OVEC and IKEC. 
“These boards differ somewhat from the 
boards of most electric utility companies,” 
Sammis continued, “as the board mem- 
bers are all electric utility executives, each 
of whom knows the problems of utility 
construction and operation. As a result, 
at the meetings of the boards and the 
executive committees which have been 
necessarily numerous, there is much more 
detailed discussion of the matters under 
consideration than is customary at meet- 
ings of this kind, a healthy situation but 
one that is often no respecter of time and 
sometimes patience.” 


ow SPORN, president of American 
Gas & Electric Company and of its sub- 
sidiaries, representing the largest partici- 
pation in the project, is president of 
OVEC and IKEC. He has been ably 
assisted, Sammis said, by officers, engi- 
neers, operating people, accountants, and 
lawyers, and others of the 15 companies. 
Their work has been supplemented by re- 
tained engineering firms, lawyers, financial 
consultants, coal experts, manufacturers’ 
representatives, and many others. Electric 
Energy, Inc., which was formed in 1951 
to serve the atomic energy plant at 
Paducah, Kentucky, has helped indirectly 
as a result of blazing new trails in many 
respects in its previous contacts with the 
AEC, certain regulatory authorities, and 
financial institutions. 

“This project has been and continues 
to be a great experience,” Sammis said in 
conclusion, “but . .. may I say it was not 
the only problem of management of the 
15 companies during this past twenty 
months. It was, however, a tough addi- 
tional chore that came along.” 
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WHAT OTHERS THINK 


McKay Sees Changes in Bonneville Power Policies 


ee of Interior McKay has 
made it clear that he views the legiti- 
mate activities of the Bonneville Power 
Administration in a different light than 
the previous administration. In an inter- 
view in Portland, Oregon, during the 
Christmas holidays, McKay drew a sharp 
line between the agency’s “planning” and 
“promotion” activities. The Secretary’s 
remarks were designed to modify a state- 
ment by Under Secretary of Interior 
Tudor, who said the administration en- 
visions Bonneville’s proper function as 
that of a “wholesale utility company” 
which would henceforth cease to take an 
active part in planning of regional power 
development. 

“Bonneville wasn’t planning regional 
development under the Democratic ad- 
ministration,” McKay declared. “It was 
promoting public power and that is what 
is being stopped.” Pointing out that Bon- 
neville has three types of customers— 
public utility, private utility, and industrial 
—McKay emphasized that under his ad- 
ministration the “merchandising agency” 
will not promote one group of customers 
at the expense of another. 

“The Bonneville promotion tail,” he 
said, “had come to wag the power-selling 
dog. We are planning only to curtail 
Bonneville’s promotion activity. It will 
still have a certain amount of planning to 
estimate requirements on various parts of 
the system. It will have to meet its respon- 
sibilities as a member of the Columbia 
Basin Interagency Committee.” 

McKay’s remarks came just prior to the 
announcement of Dr. Paul J. Raver’s 
resignation as Bonneville Power Adminis- 
trator, and the subsequent appointment of 
his successor, William A. Pearl. 

The appointment of Dr. Pearl, director 
of industrial research and the institute of 


technology at Washington State College, 
ended a long period of speculation which 
began when the offer of superintendency 
of Seattle City Light to Dr. Raver be- 
came known. No major change in policy 
or organization is expected in the BPA 
with the advent of the new Administra- 
tor, McKay indicated. The BPA policies 
have already been announced. 


fe Secretary expressed satisfaction 
with the recently negotiated 20-year 
contracts between Bonneville and private 
utility companies, and scoffed at charges 
that the plan is “another giveaway.” “‘Pub- 
lic ownership still has the same prior claim 
under those contracts that it has always 
had,” said McKay. “The big difference is 
that private utility companies now know 
where they stand in the long-range pic- 
ture.” He further asserted that the con- 
tracts, along with other phases of adminis- 
tration policy, can be counted on to stimu- 
late Northwest power development. ““The 
contracts won’t be worth anything to the 
private utilities after awhile,” McKay 
said, “unless we get sufficient new starts 
on construction of dams. The North- 
west needs an additional 400,000 kilo- 
watts every year just to keep up with 
development.” 

In commenting on the recently an- 
nounced plans of a group of private utility 
companies to spend $20 billion in the next 
twenty years on power development, the 
Secretary stated: “I know that about 
$500,000,000 in private money is ready to 
go in Northwest development, including 
what Idaho Power Company wants to 
spend in Hell’s Canyon.” 

He said Northwest power development 
would get along a lot faster “if private 
capital is added to federal government 
appropriations.” 
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SEC Program Revealed 


— Securities and Exchange Commis- 
sion early this month revealed the 
broad outlines of its program for 1954, in- 
cluding the first general study of the size 
and economic influence of investment com- 
panies ever made under a section of the 
investment company act requiring such 
studies. Chairman Ralph H. Demmler, the 
new, Eisenhower-appointed chief of the 
SEC, laid down the 12-point program. 

Other parts of the program call for bet- 
ter publicity for commission interpreta- 
tions; exploration of the possibility of 
liberalizing exemptions for issues of state- 
regulated utility companies ; pushing ahead 
with an integration program under § 11 
of the 1935 Public Utility Holding Com- 
pany Act; consolidation and simplification 
of forms and elimination of duplicative 
reports ; and giving the administration and 
Congress a bigger helping hand in prepar- 
ing amendments to the laws administered 
by the commission. 


> 


The March of 
Events 


Bonneville Head Named 


D* Wit.iaM A, PEARL, an engineer- 
industrialist with experience in gov- 
ernment power, was named recently to 
head the government’s $670,000,000 Bon- 
neville Power Administration. Dr. Pearl, 
sixty years old, succeeds Paul J. Raver, 
who resigned last month to take the post 
of superintendent of the Seattle, Wash- 
ington, city light department. Raver 
served fourteen years as Administrator of 
the 15-year-old agency. His resignation 
became effective January 14th. 

Interior Secretary McKay, accepting 
Raver’s resignation, said he was “sure”’ he 
could count on Raver’s “continued help- 
fulness” in Northwest power development. 

“T know that by our joint efforts we can 
carry forward a program that will con- 
tinue to meet the power needs of the re- 
gion and continue to make a great con- 
tribution to the growth and development 
of the Pacific Northwest,” McKay said 
in a letter to Raver. 


Arkansas 


Bond to Cover Refund 


. Arkansas-Louisiana Gas Company 
has posted a $50,000 bond with the 
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state public service commission to cover 
possible refunds to large industrial custom- 
ers who have protested the company’s 
scheduled rate increase. The commission 













suspended the proposed increase tempo- 
rarily, following protests from Reynolds 
Metals Company and others. 

The new rates, which would have pro- 
duced about $1,600,000 annually in addi- 
tional revenues for the gas company, were 








Asks Two Rate Increases 


i im Peoples Gas Light & Coke Com- 
pany last month asked the state com- 
merce commission for supplementary rate 
increases that would boost annual gross 
revenues about 7 per cent or $5,000,000. If 
granted, the increases would affect about 
382,500 of the nearly 1,000,000 Peoples 
Gas customers in the Chicago area. 

The raises would allow Peoples Gas to 
pass on to its customers $5,000,000 rate in- 
creases already granted or being sought 














Commission Reports to 
Governor 


HE State railroad and warehouse com- 

mission late last month sent its 11- 
page annual report to the governor. It was 
signed by all three commissioners and 
recommended expansion of powers into 
the fields of gas and pipelines, power and 
light companies, and airline traffic within 
the state. None of these industries is now 
regulated by the commission, which exer- 
cises supervision over railroads, truck and 
bus lines, grain weighing, livestock buying, 


















THE MARCH OF EVENTS 


scheduled to go into effect before January 


H 
Illinois 


* 
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Ist. Under Arkansas law, a utility may 
file rate increases at any time by filing a 
cash bond with the commission to cover 
possible refunds when final hearings have 
been held on the proposed rate increase. 


by the company’s natural gas suppliers, it 
was said. The two suppliers, both of which 
have requested higher rates from the Fed- 
eral Power Commission, are Natural Gas 
Pipeline Company of America and Texas 
Illinois Natural Gas Pipeline Company, 
both Peoples Gas subsidiaries. 

In its request to the state commission, 
Peoples Gas volunteered to refund part of 
the proposed rate increases if its suppliers’ 
requests are reduced. It asked that one 
boost become effective January 21st and 
another April 13, 1954. 


Minnesota 


rural and statewide telephone systems, and 
rates charged the public in such enter- 
prises. 

No mention was made in the report of 
the attempt in the 1953 legislative session 
last winter to abolish the politically elected 
commission and make it an appointive tech- 
nical regulatory body. However, new rum- 
blings are reported among legislators for 
a renewed attempt in the 1955 legislature 
to change the whole commission to an ap- 
pointive body, as recommended by Minne- 
sota’s Efficiency in Government (Little 
Hoover) Commission. 


a 
New York 


St. Lawrence Project :*inanced 
HE New York State Power Authority 
last month borrowed $1,000,000 from 


five New York city banks to finance initial 
stages of the $600,000,000 St. Lawrence 
river power development. 
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John E. Burton, chairman, announced 
he had executed the loan agreement. The 
banks are the National City, Chase Na- 
tional, Manufacturers Trust Company, 
Bankers Trust Company, and the Marine- 
Midland Trust Company. Each of the five 
is participating in an equal amount in the 
loan, which bears interest at 12 per cent a 


year and will become due January 5, 1955. 
He said the money was borrowed to 
complete engineering surveys, and plans 
and specifications connected with New 
York’s development, together with the 
Canadian Province of Ontario, of hydro- 
electric power in the International Rapids 
section of the St. Lawrence river. 


e 
Pennsylvania 


Rate Increase Denied 


HE State public utility com 1ission re- 
cently rejected the entir: 94,732,000 
annual rate increase asked by ‘ie Duquesne 
Light Company, Pitisbure’s, and ordered 
the utility to slash pres: .* industrial rates 
by almost $2,000,000. The commission 
voted 4 to 1 to deny the increase 
Duquesne Light officials announced they 
would take an appeal from the commis- 
sion’s ruling to the state superior court. 
The disapproved rate schedule original- 


ly was to have gone into effect last March 
Ist. Opposition by the city of Pittsburgh 
and the St. Joseph Lead Company, how- 
ever, succeeded in bringing on a 9-month 
suspension while it was argued before the 
commission. 

In one instance, the company was or- 
dered to increase its charges by $89,000 a 
year. This was in its rates to the Pittsburgh 
Railways Company, which the commission 
found to be too low, “resulting in obvious 
inequities to all other customers.” 


e 
Virginia 


Electric Rate Boost Granted 


eer state corporation commission re- 
cently granted the Virginia Electric & 
Power Company authority to raise rates 
which will mean an increase of about 55 
cents on the bills of most consumers after 
March Ist. The company was granted in- 
creases designed to produce some $4,800,- 
000 more a year. 

The 3-man commission unanimously 


agreed that Vepco needed additional reve- 
nue to continue efficient operations and to 
finance an expansion program, but there 
was a difference as to the amount of the 
rate increase. 

Vepco serves some 550,000 custom- 
ers in 58 Virginia counties and cities of 
Richmond, Alexandria, Fredericksburg, 
Petersburg, Clifton Forge, Charlottesville, 
Newport News, Norfolk, and Portsmouth. 


& 
Wisconsin 


Natural Gas Rate Cut Set 


in Wisconsin Public Service Corpo- 
ration has agreed to cut its natural gas 
rates $108,000 annually by February 8th, 
the state public service commission an- 


nounced recently. 
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The rate reduction was proposed by the 
commission after a review of the com- 
pany’s natural gas earnings. Almost all the 
reduction will go to customers using less 
than 3,000 cubic feet per month. Those 
using 1,000 cubic feet will be cut 40 cents 
a month. 





Progress of Regulation 


“Informer’s” Suit against Electric Company under 
False Claims Act Dismissed 


_ United States Court of Appeals 
for the District of Columbia upheld 
the district court in dismissing an “in- 
former’s” suit brought against the Po- 
tomac Electric Power Company under the 
False Claims Act. That act authorizes any 
person to sue, for himself and on behalf 
of the United States, anyone presenting a 
claim against the United States, knowing 
such claim to be false, fictitious, or fraudu- 
lent. 

The United States Attorney General 
was furnished a copy of the complaint and 
information upon which it was based, but 
he declined to enter the case. Although the 
act permits individuals to carry on the suit 
even if the United States fails to enter, 
after having received the requisite notice 
and information, it declares that the court 
shall have no jurisdiction when the suit is 
based upon evidence or information in the 
possession of the United States at the time 
the suit was instituted. 


Readings after Rate Increase 


The informer claimed that the company 
had placed a rate increase in effect ahead 
of time, resulting in excess collections from 
the United States government as an elec- 
tric consumer. The company had received 
commission authorization to place the in- 


creased rates in effect on meter readings 
after a specified date. It was impossible to 
read all meters on that single day so that 
the old rates could be billed for energy 
consumed before that date and the new 
higher rates for energy consumed after 
that date. Therefore the company followed 
the usual practice of reading all meters 
within a period of one month. 

Meter readings taken after the speci- 
fied day necessarily included some period 
of time before the date on which the in- 
crease was to become effective. To all such 
readings the company applied the new 
schedule of higher rates. According to the 
affidavit of the commission’s chairman, it 
was intended that the order be applied and 
interpreted in this manner. The court said 
the customary manner in which such read- 
ings are made must have been contemplated 
by the commission when it made “meter 
readings” beginning at a specified date the 
touchstone of charges at the new rate. 

The court concluded that all the infor- 
mation upon which the suit was based was 


. in the possession of the United States or 


its agency at the time the suit was brought. 
Apart from any knowledge the United 
States might be charged with through its 
procurement officers, it was clear that the 
application and interpretation of the com- 
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mission’s order was known to the govern- 
ment since the District of Columbia Pub- 
lic Utilities Commission, which authorized 
the rates, is one of its agencies. 

The court disagreed with the claim that 


Commission Powers in 


ee ten dispute halted transit service in 
a number of California communi- 
ties. Complaints by certain communities 
charged that the company had failed to 
perform its legal obligation to render serv- 
ice by its unreasonable refusal to operate. 
It was suggested that the California com- 
mission order resumption of service and 
order the company to submit to arbitra- 
tion. This the commission refused to do. 

The commission reasoned that an order 
to resume service would be unrealistic and 
meaningless because of the strike. The 
law neither performs nor requires the per- 
formance of idle acts. Neither does it re- 
quire impossibilities. Furthermore, such an 
order would not be issued where the com- 
pany has taken all reasonable and lawful 
means to end the strike and where immedi- 
ate resumption of service might involve or 
invite the use of strikebreakers. 

The suggestion that the commission or- 
der the company to submit to arbitration 
or meet the demands made by its em- 
ployees was rejected as being unlawful. 
The law, as it now stands, confers no such 
authority on the commission. The same 
can be said for the appointment of a re- 
ceiver. Baldly stated, the commission said, 
this would amount to seizure by the gov- 


the jurisdictional attack was not available 
to the person sued but only to the United 
States Attorney General. United States ex 
rel. Leslie v. Potomac Electric Power Co. 
September 17, 1953. 


Labor Dispute Explained 


ernment and nothing in the Public Utili- 
ties Code grants such authority. 

The final thought put forth by the com- 
plainants was that the expense which 
would be incurred from the payment of 
increased wages was guaranteed or was 
in some way insured by the commission. 
The commission declared that it would be 
unlawful to undertake to assure either 
party that any rate increase would be 
granted or that the commission would un- 
derwrite any wage increase which might 
be granted. The commission then said: 


Reduced to its lowest terms, the prop- 
osition is that the employees of a pub- 
lic utility demand a wage increase; the 
utility resists; the employees strike and 
this commission is obligated to put up 
the money, so to speak, in the form of a 
rate increase, which must be borne by 
the public, in order that the demands of 
the employees be met by the utility and 
the strike terminated. This commission 
will not become a party to such a 
squeeze-play procedure. It is enough to 
say that such a proposition is unlawful. 


Oakland et al. v. Key System Transit 
Lines, Decision No. 49132, Cases No. 
5492, 5493, September 28, 1953. 


Water Wells Tabled in Favor of Lake Supply 


ete: water plant had been ob- 
taining water from a number of deep 
wells located throughout the city. The 
yield from these wells had steadily de- 
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creased because of a recession of the water 
table. In recent years the construction of 
more than one well annually had become 
necessary. Severe water shortages had 
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been experienced. Consulting engineers 
were engaged, and with their recommenda- 
tions in hand, the managers of the plant 
successfully applied to the Wisconsin com- 
mission for a certificate authorizing the 
construction of a water supply from Lake 
Michigan. 

Protestants argued that an adequate 
supply could be obtained by constructing 
additional wells, contending that the cost 
of the proposed supply would be excessive 
and would increase the cost to the ultimate 
consumer by 65 per cent or more. 

The commission, in granting the certifi- 
cate, had this to say of the plant manager’s 
proposals : 


The city of. Green Bay, as a water 
public utility, is under an obligation to 
furnish reasonably adequate service and 
facilities to the public it is obligated to 


serve. The responsibility for selecting 
the means to meet this obligation is, in 
the first instance, for the managers of 
said water utility. In carrying out that 
responsibility said managers must be 
given leeway ; and their proposals should 
not be overridden except in case it ap- 
pears that they have acted in an un- 
reasonable or unwarranted manner or 
for any other compelling reason, none 
of which exists here. 


Public convenience and necessity, said 
the commission, required the establishment 
of a water supply from Lake Michigan. 
The use of the lake would result in a rise 
in the local water table, thereby bringing 
relief to the small towns adjoining the city, 
which were sinking new wells in an effort 
to increase their own supply. Re Green 
Bay, CA-3179, November 2, 1953. 


Commission Need Not Consider Benefits to Railroad 
In Apportioning Grade Separation Costs 


|. 50 per cent of the cost of grade 
separations had been allocated to cer- 
tain railroads by the California commis- 
sion, and the highest state court had de- 
nied review, the railroads appealed to the 
United States Supreme Court. The com- 
panies attacked the constitutionality of the 
commission order, claiming the apportion- 
ment had been made without taking into 
account any benefits the railroads would 
receive from the construction. This, they 
said, deprived them of property without 
due process of law and placed an uncon- 
stitutional burden on interstate commerce. 

The Supreme Court first noted that it 
had jurisdiction. The action of the highest 
state court, in denying review of a com- 
mission order based upon a statute, was 
treated as an affirmance of a legislative 
act, the constitutionality of which was at 
issue. 


Commenting on the question of bene- 
fits, the court said: 


We do not understand the appellants 
to contest the right of the commission 
to enter the orders or the reasonable- 
ness of the estimated costs. Their prin- 
cipal contention is that as to them the 
cost of the improvements may be dis- 
tributed only on the basis of benefits 
which will accrue to their property. In 
this contention, we think the appellants 
are in error. These were not improve- 
ments whose purpose and end result is 
to enhance the value of the property in- 
volved by reason of the added facilities, 
such as street, sewer, or drainage proj- 
ects, where the costs assessed must bear 
some relationship to the benefits re- 
ceived. ... 

Rather, in the cases at bar, the im- 
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provements were instituted by the state 
or its subdivisions to meet local trans- 
portation needs. . . . In such circum- 
stances, this court has consistently held 
that in the exercise of the police power, 
the cost of such improvements may be 
allocated all to the railroads. . . . There 
is the proper limitation that such allo- 
cation of costs must be fair and reason- 
able. . .. This was the standard applied 
by the commission. . . . The presence 
of these tracks in the streets creates the 
burden of constructing grade separa- 
tions in the interest of public safety and 
convenience. Having brought about the 
problem, the railroads are in no position 
to complain because their share in the 


& 


cost of alleviating it is not based solely 
on the special benefits accruing to them 
from the improvements. 


No Burden on Commerce 


In the absence of conflicting federal 
regulations, great leeway is allowed local 
authorities in the regulation of public 
streets, even though interstate commerce 
might be subject to material interference. 
There had been no showing that the order 
was arbitrary or unreasonable so as to con- 
stitute an undue burden on interstate com- 
merce. The commission order and the ac- 
tion of the state court were affirmed. 
Atchison, T. & S. F. R. Co. v. California 
Pub. Utilities Commission, 74 S Ct 92. 


Unfair Competitive Aspects of Cocktails on 
Air Flights a State Court Problem 


N” very often does the juice of the 


grape play a part in the regulation 
of public utilities. It has been said, how- 
ever, that the advertising and serving of 
cocktails on air flights violates the laws of 
certain states and constitutes an unfair 
competitive practice. 

However, the Civil Aeronautics Board 
decided that such a question was one for 
the state courts. 

The board said that it would not be in 
the public interest to assume jurisdiction 
over the controversy. The state courts pro- 
vide a more convenient forum to determine 
whether the laws of the particular state 
prohibit such sale and whether the state 
legislature intended such prohibition to be 


= 


applicable to aircraft in flight over the 
state. Since such issues may involve ques- 
tions of statutory construction and state 
policy, they are peculiarly within the prov- 
ince of state courts. 

After examining its work load, the 
board declared that it should not have the 
burden of examining and interpreting the 
applicable laws of the various states when 
there are other forums constituted and 
available for that purpose. Furthermore, 
if the complaining carrier is entitled to re- 
lief, there is no reason to believe that it can- 
not be obtained by complaining to the ap- 
propriate state enforcement officers. Capi- 
tal Airlines, Inc. v. Northwest Airlines, 
Inc. Docket No. 6229, November 13, 1953. 


Similarity in Carriers’ Names Creates Confusion 


MERICAN AIRLINES objected to another 
carrier doing business under the 
name of North American. The Civil Aero- 
nautics Board agreed that the name had 
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acquired a secondary meaning, would re- 
sult in public confusion, and that use of 
the name constituted unfair competition. 

The inconveniences which would flow 
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from confusion between air carriers were 
summarized in these words: 


The speed of air travel may well be 
diminished when passengers check in 
for flights with the wrong carrier, or 
attempt to retrieve baggage from the 
wrong carrier, or attempt to purchase 
transportation from the wrong carrier, 
or direct their inquiries to the wrong 
carrier. Friends, relatives, or business 
associates planning to meet passengers 
or seeking information on delayed ar- 
rivals are subject to annoyance or worse 
when confused as to the carrier in- 
volved. The proper handling of com- 
plaints from members of the public is 
impeded by confusion as to the carrier 
to whom the complaint should be pre- 
sented. The transportation itself may 


& 


differ from what the confused purchaser 
had anticipated (e.g., in terms of equip- 
ment), even though the time and place 
of arrival may be about the same. It is 
obvious that public confusion between 
air carriers operating between the same 
cities is adverse to the public interest, 
and we have determined that the public 
should be protected from the effects of 
the confusion shown on the record by 
eliminating what we find to be the cause 
of such confusion. 


After being shown numerous instances 
of public confusion, the board ordered 
North American to cease and desist from 
using any combination of the word Amer- 
ican. Re North American Airlines, Inc. 
Docket Nos. 5774, 5928, November 4, 
1953. 


Depreciation Reserve Abandoned in Charging Off 
Abandoned Gas Property 


H- should the undepreciated portion 

of an investment in abandoned prop- 
erty be treated? This problem confronted 
the Massachusetts department when it in- 
stituted a rate investigation. 

The company had changed over com- 
pletely from manufactured to natural gas 
operations, Since its coal gas plant was 
thus rendered useless, it had determined 
to dismantle and junk this apparatus, to- 
gether with such of its water gas equip- 
ment as could not be economically used. 

The normal procedure, said the depart- 
ment, would be to charge the entire loss 
due to obsolescence to the depreciation re- 
serve. The function of the depreciation re- 
serve is to insure to investors that the 
funds they have invested will not become 
dissipated either through obsolescence or 
deterioration. 

But not so in this case. To adhere to the 
norm, the depreciation reserve must be 
adequate, lest a book impairment of capi- 


tal result. In establishing the level of de- 
preciation accruals no allowance had been 
made by the company for possible obsoles- 
cence. The failure to provide adequate re- 
serves, thought the department, had been 
due to the desire of the company’s man- 
agement to maintain dividends to stock- 
holders. 

The department decided that the weight 
of authority allowed the company to in- 
clude the unamortized balance of the aban- 
doned property in its plant account. This 
could be accomplished by charging depre- 
ciation accruals pro rata, amortizing as an 
expense the difference between proper de- 
preciation and book cost, and amortizing 
out of surplus the amount by which its 
accrued depreciation reserve falls short of 
meeting such proper depreciation. 

Although recognizing the fact that it 
lacked jurisdiction to do so in a rate pro- 
ceeding, accounting instructions were is- 
sued as to the manner in which deprecia- 


JAN. 21, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


tion accruals and the undepreciated por- 
tion of the company’s abandoned property 
should be treated, with the proviso that the 


company could ignore such instructions if 
it so desired. Re Springfield Gas Light Co. 
DPU 9876, October 16, 1953. 


Rate Increase Based on Cost of New Gas Supply 


_ Montana-Dakota Utilities Com- 
pany, in 1951, purchased certain nat- 
ural gas properties that serve what is 
known as the company’s Billings division. 
A rate increase for the Billings division 
expected to yield a return of 5.63 per cent 
has been granted by the Montana commis- 
sion. 

When the company purchased this prop- 
erty there was an urgent need for an addi- 
tional gas supply. Available reserves would 
last for slightly more than four years. The 
company acquired new reserves that would 
last for twenty to twenty-five years, in- 
cluding anticipated growth as well as pres- 
ent demand. The large capital investment 
needed for the new property and increased 
wages and cost of operation were assigned 
as reasons for the proposed increase. 

The company was complimented on its 
plan to store gas for the Billings division. 
Storage, it was said, firms up a supply so 
that it reduces or eliminates entirely the 
need for expanding facilities to meet peak 
loads. 

The commission said : 


It appears obvious to the commission 
that the company was exercising sound 
judgment when it elected to utilize stor- 
age facilities in the manner done, rather 
than attempt to enlarge its facilities to 
a point where peak loads in the Billings 
division could be met through pipelines. 
This was the more economical of the two 
courses of action available to the com- 
pany, and the savings realized are passed 
on to the ultimate consumer. 


The allocation of properties located in 
Wyoming was solved in the following 
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manner : It was shown that 70.947 per cent 
of all the gas in the area subject to alloca- 
tion was used in Montana; therefore, that 
amount of the cost was also allocated to 
Montana. 

In arriving at a rate base, the commis- 
sion considers all possible methods of valu- 
ation. In this case it considered purchase 
cost, purchase cost depreciated, and repro- 
duction figures. The commission went on 
to say that reproduction cost is usually one 
of the most important, if not the predomi- 
nant, factor in determining value. Here, 
however, the importance of reproduction 
cost was lessened because the property was 
purchased in 1951 and purchase price was 
looked to as the best evidence of value, 
with an allowance for later additions to 
the system. Reproduction cost was not 
vigorously urged upon the commission, but 
apparently was presented for the purpose 
of rounding out the picture. 


New Money Problem 


A final consideration revolved around 
the difficulty of obtaining new money. The 
company is presently a fourth-rate credit 
risk. One of the most vital factors in the 
growth and development of a utility, so 
that it will be able to render adequate serv- 
ice, is the proper maintenance of its credit. 
The company must be allowed to earn a 
fair rate of return upon its investment, 
said the commission, or it will be unable 
to attract capital and to expand and ex- 
perience growth. The final result would be 
inevitable, as the consumer would have 
lower rates but an undependable service 
with a very limited life expectancy. With 
tight money markets and new capital not 








easily acquired, without the proposed in- 
creases, the company would be seriously 
handicapped to compete in these markets, 
and this inability would eventually be re- 
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flected in the quality of service to the gas- 
using public. Re Montana-Dakota Utilities 


Co. Docket No. 4113, Order No. 2419, 


November 12, 1953. 


Other Important Rulings 


Greet Light Rates. Proposed street- 
lighting rates that would increase elec- 
tric department revenues so that a return 
of 6.08 per cent would be realized for that 
department were considered fair and rea- 
sonable by the Massachusetts Department 
of Public Utilities. Re Lynn Gas & E. Co. 
DPU 10496, October 22, 1953. 


Working Capital. The need for a cash 
working capital allowance, commented the 
Missouri commission, should be consid- 
ered in the light of funds available through 
taxes accrued in advance of payment. Re 
Union Electric Co. Case No. 12,513, Sep- 
tember 18, 1953. 


Through Rates. The Kansas City Court 
of Appeals held that the commission could 
properly authorize a motor carrier to 
render through service at through rates 
between two cities where, because the car- 
rier already had authority to serve the 
towns along the route at local rates, the 
public would be benefited by the lower 
through rates. State ex rel. Middlewest 
Freightways, Inc. et al. v. Missouri Pub. 
Service Commission et al. 261 SW2d 252. 


Station Discontinuance. Although the 
fact that a station is operating at a loss is 
not the determining factor in deciding 
whether a railroad should be permitted to 
close a station, commented the Missouri 
commission, it is a factor to be taken into 
consideration. Re Thompson, Trustee, 
Case No. 12,627, October 26, 1953. 


Water Rates. The Nevada commission 
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decided that a water company’s proposed 
rates, applicable to water for refrigerating 
machines, were unreasonable and exces- 
sive where ice-making and air-cooling op- 
erations were not segregated, since one 
required larger quantities of water than 
the other. Re Las Vegas Land & Water 
Co. I & S Docket No. 142, Case No. 1221, 
June 18, 1953. 


Proper Court. The statute providing 
that suits against a public utility district 
shall be brought in the county in which the 
public utility district resides, held the 
Washington Supreme Court, relates to the 
venue of the action and not to the jurisdic- 
tion of the state court. Public Utility Dist. 
No. 1 of Kitsap County et al. v. Puget 
Sound Power & Light Co. et al. 260 P2d 
$35. 


Rehearing. The grant or denial of a 
rehearing, held the New York Supreme 
Court, is within the discretion of the com- 
mission and may not be reversed by the 
court unless there is an abuse of such dis- 
cretion. Western New York Water Co. v. 
New York Pub. Service Commission, 124 
NYS2d 612. 


Water Interconnections. The New Jer- 
sey Board of Public Utility Commission- 
ers ruled that it had no jurisdiction to re- 
quire the interconnection of water supply 
systems or to require the furnishing of 
water by one system to another, because 
primary jurisdiction had been vested with 
the Water Policy Commission (now the 
Department of Conservation and Eco- 
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nomic Development, Division of Water 
Policy and Supply). Cedar Grove v. New 
Jersey Water Service Co. Docket No. 
7369, July 22, 1953. 


City Plant Service. Although a munici- 
pal water plant may refuse to accept any 
customers beyond its territorial limits or 
along the line of its service mains, 
ruled the Pennsylvania commission, it may 
not grant the privilege to some and refuse 
others. Zimmerman v. Borough of Stras- 
burg, Complaint Docket No. 15883, Octo- 
ber 13, 1953. 


Demurrage. The fact that switching 
and car spotting services within a govern- 
ment arsenal are performed by govern- 


ment employees rather than the actual con- 
signees, held the United States District 
Court, does not relieve such consignees 
from demurrage liability. St. Louis-South- 
western R. Co. v. Farrell et al. (1953) 114 
F Supp 486. 


Service to Airfield. A motor carrier 
holding two certificates, each having a 
common point of operation, could not com- 
bine the separate grants of authority to 
furnish a through service, held the United 
States Court of Appeals, because the point 
in common was a military airfield through 
which it was impossible to render a phys- 
ical operation as a point in common. 
O’Boyle & Son v. Interstate Commerce 
Commission, 206 F2d 473. 
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VERMONT PUBLIC SERVICE COMMISSION 


Re New England Telephone & 
Telegraph Company 


Nos. 2437, 2437A, 2528, 2578 
June 5, 1953; supplemental report 
August 14, 1953 


PPLICATIONS by telephone company for authority to increase 
A rates; prior rates, with reductions, approved and future 
rates established, with order to refund all moneys collected in 

excess of approved rates. 


Apportionment, § 49 — Revenues — Interstate and intrastate operations — Tele- 
phone company. 

1, In dividing intrastate and interstate telephone revenues for rate-making 
purposes, intrastate operations should not be required to carry any part of 
plant which is needed only to serve interstate business at its peak; and 
the month of highest use should govern the allocation of plant to interstate 
business for the entire year, p. 42. 

Valuation, § 36 — Net plant investment — Telephone company. 
2. A telephone company’s average plant in service minus average deprecia- 
tion reserve, representing original cost of the property when first dedicated 
to public use less accrued depreciation, was accepted as a measure of net 
plant investment, p. 44. 


Valuation, § 224 — Property under construction — Capitalization of interest during 
construction. 

3. No allowance was made for telephone property under construction since 
interest during construction is charged to plant accounts and becomes a 
part of the rate base when the property is placed in service, p. 44. 

Valuation, § 213 — Property held for future use — Telephone company. 
4. Telephone property held for future use should be excluded from the rate 
base where the expected time for its use is too remote to give it the charac- 
ter of working capital, p. 44. 

Return, § 26 — Cost of capital — Proper debt ratio — Telephone company. 


5. Actual debt ratio was used in determining a telephone company’s cost of 
capital for rate-making purposes where there was no basis for assuming 
that such ratio would be increased substantially in the near future, p. 47. 


Return, § 41 — Allowance in neighboring state — Related telephone company. 
6. A telephone company cannot earn a return in excess of that earned by a 
system company in a neighboring state as it would have no material effect 
on the company’s total earnings or on its credit, p. 48. 
Expenses, § 87 — Payment to parent telephone company — License contract. 
7. A payment by a telephone company to a parent company for services, 
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based on a percentage of gross revenues pursuant to a license contract, was 
allowed as an operating expense in the absence of evidence of bad faith, 
although the basis for allocation of charges to the local company was criti- 
cized, p. 50. 


Expenses, § 85 — Payment to affiliate — Telephone manufacturing company. 

8. Payments by a telephone company to an affiliated manufacturing company 
for equipment and supplies at prices generally in line with the prices charged 
by independent manufacturers of telephone equipment cannot be disallowed 
as an operating expense on the ground that the intercorporate relationship 
affords a vehicle capable of improper practices where such practices have 
not been made affirmatively to appear and actual bad faith has not been 
established, p. 50. 


Evidence, § 4 — Judicial notice — Annual filed reports. 
9. The commission, in a rate proceeding, may take judicial notice of a 
utility’s annual report filed with it, p. 51. 

Apportionnment, § 7 — Interstate and intrastate investment and expenses — Sep- 

arations Manual — Telephone company. 

10. The separation of interstate and intrastate telephone plant investment 
and expenses on the basis of the Separations Manual, as modified by the 
so-called Charleston Plan, was accepted as the most reasonable and best 
method employed, p. 51. 


Return, § 111 — Telephone company. 
11. A reduction in a telephone company’s rate of return from 6.25 to 6 per 
cent was justified on the ground that such a return would enable the com- 
pany to pay interest on outstanding debt, maintain its credit, continue 
present dividend policies, increase surplus, and allow for attraction of 
capital in competition with other businesses having similar risks, p. 52. 


Reparation, § 43.1 — Telephone rates — Participation by business users. 
12. The commission has no authority to exclude business users from any 
refund of telephone charges simply because the cost of telephone service 
is a proper reduction in computing income taxes, p. 53. 


Reparation, § 11— Commission jurisdiction — Federal excise tax — Telephone 
company. 
13. The commission has no authority to order a telephone company to refund 
the 15 per cent federal excise tax, p. 53. 


Apportionment, § 7 — Interstate and intrastate investment and expenses — Separa- 
tions Manual — Telephone company. 
Discussion and recommendations concerning the separation of interstate and 
intrastate telephone plant investment and expenses under the so-called 
Charleston and Phoenix Plans, p. 42. 


* 
APPEARANCES: John D. Carbine, Vermont; Arthur L. Graves, Public 
Guy M. Page, and Charles Ryan, for Counsel; Ernest E. Goodrich, pro se. 


the New England Telephone and Tele- : 
aph aus ; pe S Pisher By the Commission : On April 18, 
* : G Ae in ie ee ; 1950, we issued our orders in Re New 
a ea ee ee England Telephone and Telegraph 
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Company re increased telephone rates 
and charges, Case Nos. 2437 and 
2437A. [See (1950) 83 PUR NS 
414.] The orders were duly ap- 
pealed by petitioner and state, and in 
the February, 1951, term, the Ver- 
mont supreme court remanded the 
cause for hearing de novo in accord- 
ance with the views expressed by the 
supreme court in its disposition of the 
appeal. 


In Case No. 2437, petitioner filed, 
on November 15, 1948, for effect 
January 1, 1949, increased telephone 
rates and charges designed to produce 
$1,000,000 annually in additional 
gross operating revenues and these, in 
accordance with the then existing stat- 
utes, were placed in effect on January 
1, 1949, under bond approved by the 
commission. 

In Case No. 2437A, petitioner filed, 
on September 8, 1949, proposed tariffs 
which in effect increased rates and 
charges for the border-line stations 
to the level of the rates proposed for 
other Vermont telephone subscribers of 
the petitioner for exchanges in similar- 
sized groups. The rates were filed to 
become effective on November 1, 1949, 
but on September 23, 1949, the com- 
mission suspended the effective date 
pending final determination of the 
matter. These border-line rates were 
placed in effect May 1, 1951, also un- 
der bond. 

On November 30, 1950, petitioner 
filed with this commission a fourth 
round of increased rates to become 
effective on January 1, 1951, and 
designed to produce additional annual 
gross revenue of $800,000. The rates 
were suspended by this commission and 
became effective on July 1, 1951, upon 
the expiration of the six-months’ pe- 


riod—the maximum suspension pro- 
vided by statute—on the filing of the 
required bond. (Case No. 2528.) 

Again on November 23, 1951, peti- 
tioner filed its fifth general rate in- 
crease for effect January 1, 1952, and 
this was estimated to further increase 
its gross annual revenue by $237,000. 
Said increase was suspended and did 
not become effective until the end of 
the maximum suspension period of 
six months, or on July 1, 1952. (Case 
No. 2578.) 

Cases No. 2437, No. 2437A, No. 
2528, and No. 2578 were consolidated 
for the purpose of hearing. 

The five general rate increases plus 
the border-line rates were designed to 
produce gross annual revenue in- 
creases as follows: 


First Increase ........... 

Second Increase ................ 
Third Increase ................. 
POUEtH IMerease koi. es 
Fifth Increase .......... 
Border-line Rates ............... 


$587,000 
730,000 
1,001,000 
800,000 


237,000 
31,000 


For the year 1946—the last full 
year prior to the initial postwar rate 
increase—gross intrastate operating 


revenues were $3,343,595. The in- 
creases are more than 100 per cent on 
the average and in some instances are 
as much as 300 per cent over the 
rates in effect on January 31, 1947. 
In this report, we have attempted 
to avoid lengthy repetition of this 
commission’s position on basic mat- 
ters which we have discussed in pre- 
vious reports. We have endeavored, 
however, to include such reasoning as 
we deem necessary to support our 
views in the determination of the in- 

stant case. 
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Organization of the New England 
Telephone and Telegraph 
Company 


The petitioner, the New England 
Telephone and Telegraph Company, 
is engaged in the public service enter- 
prise of furnishing telephone service 
in all of the New England states with 
the exception of Connecticut. Within 
the state of Vermont there are some 
97,000 telephones, 85,000 of which 
are served by the petitioner. These 
stations are operated and served by 89 
central office exchanges and connecting 
telephone lines and cables constituting 
the Vermont telephone plant. 

The petitioner’s organizational set- 
up includes five state offices. Its op- 
erations are controlled from the com- 
pany offices at Boston through five 
state headquarters. The three princi- 


pal operating departments of the com- 


pany consist of the commercial depart- 
ment, which deals directly with the 
company’s subscribers and conducts 
the business office transactions incident 
thereto ; the traffic department, charged 
with the responsibility of actually 
handling all calls placed on the com- 
pany’s system; the plant department, 
‘ where the function of plant mainte- 
nance and construction is executed. 

At the state level are maintained 
staffs of engineers, accountants, and 
other specialists assigned the function 
of performing various duties incident 
to the telephone enterprise. Also, at 
Burlington, Vermont, revenues and 
disbursement accounting and the entire 
customer billing for Vermont is ac- 
complished. 

Management personnel at Burling- 
ton is responsible to the company’s 
executives who maintain headquarters 
in Boston, charged with directing the 
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established fundamental policies of the 
company. The cost of the mainte- 
nance of general headquarters in Bos- 
ton is allocated to the respective states 
served by the petitioner. That part 
assigned to Vermont is included by the 
petitioner as a part of its operating 
expenses incident to the Vermont en- 
terprise, details of which are more 
fully discussed below. 


The Bell System 


The controlling interest in the New 
England Telephone and Telegraph 
Company is exercised by the Amer- 
ican Telephone and Telegraph Com- 
pany by way of its ownership of 69.15 
per cent of the common stock of the 
petitioner. The New England Com- 
pany is one of twenty associated tele- 
phone operating companies extending 
throughout the country which are en- 
tirely or substantially owned by the 
American Company. In addition, the 
Bell Telephone Company of Canada, 
Cincinnati & Suburban Bell Telephone 
Company, and Southern New Eng- 
land Telephone Company are associ- 
ated and form a part of the Bell Sys- 
tem, although the American Company 
owns less than a majority of the cap- 
ital stock in these particular enter- 
prises. 


The American Telephone and 
Telegraph Company 


The keystone of the Bell System is 
the American Telephone and Tele- 
graph Company. In addition to its 
control of twenty-two operating com- 
panies, it owns and controls the West- 
ern Electric Company (the manufac- 
turing and supply agency for the Bell 
System), the 195 Broadway Corpora- 
tion, and owns a 50 per cent interest 
in the Bell Telephone Laboratories. 
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The American Company maintains 
its long lines department, through 
which it owns and operates the toll 
lines interconnecting the lines of all its 
subsidiary companies. It thereby con- 
ducts a nation-wide interstate toll busi- 
ness. The American Company’s hold- 
ing company operation is conducted 
by way of its general department. 


The petitioner, in common with 
the other operating companies of the 
Bell System, is a party to what is 
known as a license contract. Under 
this contract, the American Company 
arranges for the manufacture of ap- 
paratus and equipment which em- 
bodies patents owned or controlled by 
the American Company, the manufac- 
turing process being conducted by 
Western Electric. The American 
Company, under this contract, affords 
the operating companies the right to 
use articles of equipment and appara- 
tus incident to patent rights held and 
controlled by the American Company. 
The American Company maintains a 
staff of specialists who are engaged in 
continuous studies of all phases of 
work done by the operating companies. 
The American Company also affords 
certain assistance to the licensee com- 
panies in the matter of financing. In 
this manner, it controls telephone 
plants throughout the United States 
in the amount of more than 10 billion 
dollars. 

The telephone-using public and the 
operating companies in particular de- 
rive a benefit from the services which 
are rendered by the American Tele- 
phone and Telegraph Company. Com- 
pensation is paid to the American 
Company by way of an assessment of 
one per cent of the gross revenues of 
the operating companies. The amount 


paid to the American Company by 
its subsidiaries through this assessment 
bears no specific relation to value 
received. 


The ultimate effect of payments to 
the American Company by the peti- 
tioner under the license contract con- 
stitutes an assessment by the American 
Company imposed on every telephone 
user in the state of Vermont of one 
cent of each dollar paid for telephone 
service. The allocation study as to 
cost of maintaining the general de- 
partment of the American Company, 
which is paid for by the assessment 
above referred to, is broken down into 
various departments, showing the 
amount that is allocable to the New 
England Company and by them to 
Vermont. The evidence tends to show 
that the cost to the American Com- 
pany of providing the service under 
the contract in 1949 and 1950 was 
approximately the amount of the pay- 
ment to be made. The evidence fails, 
however, in establishing that the value 
of the service allocable to Vermont 
is comparable to its cost. Many 
charges are made against the peti- 
tioner through the license contract and 
the allocation studies incident there- 
to which have no place in the operat- 
ing expenses of the petitioner in Ver- 
mont. 

Charges include cost allocated for 
the maintenance of an informational 
program which is, in substance, a 
public relations agency for the Bell 
System and includes national adver- 
tising expense both in the press and 
by radio. Further expenses allocated 
to Vermont are based on the cost 
of holding company expenses necessary 
for the operating and control of the 
Bell System. The cost of maintaining 
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the legal department includes charges 
incident to the American Company’s 
prosecution of patent cases, including 
matters relative to radio equipment. 
In this connection, it was also shown 
that none of the equipment distributed 
by Western Electric Company in- 
fringes upon patent rights held by 
persons outside the Bell System. In 
view of the fact that the petitioner 
purchases all of its communication 
equipment from Western Electric, we 
fail to understand how any real 
benefit accrues to the New England 
Company by virtue of the patent sec- 
tion of the legal department of the 
American Company. 

Charges are allocated to Vermont 
telephone users for the servicing of 
securities, including the maintenance 
of records of stockholders in the 
American Company; the issuance of 
new stock certificates when ownership 
changes; and the making of quarterly 
dividend payments to stockholders. 
Such a principle of cost allocation is 
lacking in proof of the value to the 
New England Company of the services 
performed under the license contract. 


It is our view that the New England 
Company should pay the American 
Company on a cost basis for such en- 
gineering and management services as 
the subsidiary may require to promote 
the development of the petitioner’s 
telephone enterprise rather than to 
be charged on an assessment basis 
dependent upon its over-all gross rev- 
enue. The practice of a holding com- 
pany imposing an assessment upon the 
ratepayers of its subsidiaries is incom- 
patible with the public interest and 
should be discontinued. Because of 
the magnitude of the American Tele- 
phone and Telegraph Company—and 
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the Bell System in general—and the 
limitations imposed upon our juris- 
dictional and practical authority over 
the American Company, we are con- 
fronted by an inability to make an 
actual study of the cost of service 
rendered by the American Company 
to its subsidiary, the petitioner, in 
Vermont. There has been a general 
downward revision in the assessment 
rate imposed by the American Com- 
pany. On October 1, 1948, a reduc- 
tion from 14 to one per cent was 
accomplished voluntarily by the Amer- 
ican Company and the principal wit- 
ness for the state testified, in substance, 
that the charges made on the one 
per cent basis are fair and reason- 
able. We have nothing further in the 


record to guide us and have no way 
of determining the actual value of 
services rendered by the American 
Company. However, we do feel com- 


pelled to record our dissatisfaction 
with the arrangement which we regard 
as pregnant with possibilities for abuse 
and unfair treatment of the public, al- 
though in the instant case there is 
no evidence of bad faith on the part 
of the petitioner or the American 
Company. 


Western Electric Company, Inc. 


The Western Electric Company, 
Inc., forms a vital part of the Bell 
System in that it constitutes the supply 
agency for the entire system. The 
Western Electric Company is con- 
trolled by the American Telephone and 
Telegraph Company by virtue of 99.8 
per cent ownership of the common 
stock of this subsidiary unit. The pe- 
titioner, like other associated compa- 
nies in the Bell System, maintains no 
purchasing department. Over a pe- 
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riod of years, Western Electric Com- 
pany, Inc., has been primarily engaged 
in the manufacture and sale of mate- 
rial and supplies required by the as- 
sociated companies of the Bell Sys- 
tem. Ninety-two per cent of Western 
Electric’s business is with Bell tele- 
phone companies, conducted by way 
of the Standard Supply Contract. 
This arrangement provides that West- 
ern is to furnish such apparatus and 
supplies as the New England Com- 
pany “elects” to purchase from West- 
ern at a price no higher than Western 
affords to other customers. Western 
further undertakes to purchase and 
supply materials manufactured by out- 
side concerns if requested by the 
petitioner. Storage and warehouse fa- 
cilities are made available to the peti- 
tioner under this contract. Shops are 


maintained for classified materials and 
salvage returned to the supplier by the 


petitioner. The Western Company 
also affords technical inspection serv- 
ices of products which it manufactures 
and purchases for sale to its Bell cus- 
tomers. 


There can be little doubt that ben- 
efit accrues in the Standard Supply 
Contract, advantages not enjoyed by 
independent telephone companies who 
are denied this contractual relationship 
with Western Electric. Many func- 
tions are performed for the petitioner 
under the contract by Western Electric 
which would be costly to the petitioner 
to perform independently. Further, 
the prices which are made available 
to the petitioner by Western Electric 
are generally in line with prices 
charged by independent manufacturers 
of telephone equipment for comparable 
articles. At the same time, the peti- 
tioner’s principal stockholder, the par- 


ent of both the petitioner and the 
Western Electric Company, Inc., has 
realized large profits from its transac- 
tions under the Standard Supply Con- 
tract with the petitioner and other 
associated companies. 

The issue is well discussed by Chief 
Justice Hughes in Smith v. Illinois 
Bell Teleph. Co. (1930) 282 US 133, 
153, 75 L ed 255, 265, PURI931A 1, 
9, 10, 51 S Ct 65, wherein he states 
a challenge of the fairness of Western 
prices is not answered: “... by a 
mere comparison of the prices charged 
by the Western Electric Company to 
the Illinois Company with the higher 
prices charged by other manufacturers 
for comparable material, or by the 
Western Electric Company to inde- 
pendent telephone companies. The 
point of the appellants’ contention is 
that Western Electric, through the or- 
ganization and control of the Ameri- 
can Company, occupied a_ special 
position with particular advantages in 
relation to the manufacture and sale 
of equipment to the licensees of the Bell 
System, bess 

The petitioner presented evidence of 
price comparisons but offered no evi- 
dence of the cost of manufacture of 
specific items of property studied in 
relation to the prices thereof. 

In the year 1950, Western Electric 
earned 8.6 per cent return on its in- 
vestment devoted to business with its 
Bell customers as appears from the 
petitioner’s evidence. 

The intercorporate relationship of 
the petitioner to its supplier, West- 
ern Electric Company, Inc., with the 
control of both the purchaser and the 
seller vested in the American Tele- 
phone and Telegraph Company, sets 
the stage for undue advantages to be 
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taken at the expense of the ratepayer. 
The letter of the contract spells out 
an opportunity available to the peti- 
tioner to go outside the contract to 
make purchases where it deems ex- 
pedient to do so. No instances were 
brought to the attention of the com- 
mission to indicate that the company 
ever made such an election, although 
the price studies submitted by a rep- 
resentative of the Western Electric 
Company, Inc., admit that the general 
trade price in some instances for a 
specific item was lower than the price 
charged by Western Electric to its Bell 
customers, 

We cannot regard the Standard 
Supply Contract as an arm’s-length 
transaction negotiated by independent 
bargain and sale. 


The American Company, being the 
principal stockholder in the New Eng- 
land Company, has, by way of cor- 
porate control in stock ownership, 
placed itself in a position where it 
derives a benefit not only from the 
profit earned by the petitioner but 
also from profit derived at the expense 
of the petitioner through a supplier 
not subject to the control of this com- 
mission. 


The state urges the commission to 
reduce the rate base and operating 
expense to eliminate the excess profits 
obtained by Western Electric on its 
sale of materials and equipment to the 
New England Company. Its asser- 
tion is predicated upon the proposition 
that the petitioner’s plant account and 
material costs are inflated by such 
profits exacted in prices charged by 
its affiliated supplier. The intercor- 
porate relationship of New England 
to Western affords a vehicle capable 
for such an improper practice. How- 
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ever, such practice has not been made 
to affirmatively appear. Actual bad 
faith has not been established. In 
the absence of such proof we are not 
at liberty to take the drastic action 
which the state has requested. Re 
New England Teleph. & Teleg. Co. 
(1949) 115 Vt 494, 511, 79 PUR 
NS 508, 66 A2d 135; West Ohio 
Gas Co. v. Ohio Pub. Utilities Com- 
mission (1935) 294 US 63, 79 L 
ed 761, 6 PUR NS 449, 55 S Ct 316; 
Re New England Teleph. & Teleg. 
Co. (1951) 116 Vt 480, 501,90 PUR 
NS 414, 80 A2d 671. 


Bell Telephone Laboratories, Inc. 


The Bell Telephone Laboratories, 
Inc., is a nonprofit corporation that 
conducts scientific research in tele- 
phone communication. The capital 
stock of this corporation is totally 
owned by Western Electric Company 
and the American Company in equal 
amounts. The New England Com- 
pany maintains no independent re- 
search and scientific laboratories but 
must rely on the facilities afforded by 
the Bell Telephone Laboratories, Inc. 
Access to the laboratories is gained 
only through the American Company 
and the Western Company. A project 
designed to solve a particular prob- 
lem confronting the New England 
Company must be submitted to Bell 
Laboratories through the American 
Company and with the American 
Company’s approval. 


Research and development as to 
telephone instruments and equipment 
is conducted in the Bell Laboratories 
through Western Electric. However, 
the cost of the maintenance of the 
Bell Laboratories shared by Western 
Electric is passed on to the petitioner 
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in the price of apparatus and materials 
purchased under the supply contract. 
The cost and service charges for the 
use of the Bell Laboratories on proj- 
ects submitted through the American 
Company is exacted from the petitioner 
through the license contract. 


195 Broadway Corporation 


195 Broadway Corporation is a 
wholly owned subsidiary of the Amer- 
ican Telephone and Telegraph Com- 
pany and is, in substance, a real estate 
company, holding title to the office 
buildings and properties which house 
the executive offices of the American 
Telephone and Telegraph Company 
in New York city. The cost of the 
maintenance of the holdings of this 
corporation is assessed to the petitioner 
by way of the license contract. 


Separations—General 


Our jurisdiction over petitioner ex- 
tends only to its Vermont intrastate 


operations. Since nearly all units of 
plant are used in the rendition of both 
interstate and intrastate service, it is 
necessary to adopt some plan for the 
separation of such plant investment 
and the related expenses, including de- 
preciation, which will charge an equi- 
table portion to each service. There is 
a considerable difference of opinion 
between the state and the company on 
the division of such plant and ex- 
penses. 


The procedure devised to determine 
the intrastate operations as related to 
Vermont from the combined operations 
of the petitioner is known as a separa- 
tion study. Such study is accom- 
plished by the use of ““The Separations 
Manual—Standard Procedures for 
Separating Telephone Property, Rev- 


enues and Expenses,” which resulted 
through the joint efforts of a special 
staff of the Federal Communications 
Commission and a staff selected by the 
National Association of Railroad and 
Utilities Commissioners of experts 
from various state regulatory bodies. 
Participating in the preparation of the 
Manual were representatives of the 
Bell System and independent telephone 
companies throughout the United 
States. 

The Manual provides for separation 
of plant and expenses on the basis of 
four measures of use. For 1950, the 
percentage separated on each measure 
was: 


Per Cent 
of Plant 


1. Direct Assignment 

2. Message Minute Miles ........... 
3. Traffic Units 

4. Subscriber Line Usage 


There was a considerable difference 
of opinion between witnesses for the 
state and the company in the inter- 
pretation of the “Manual.” These 
variations account for the difference 
between the amount of plant and ex- 
penses assigned by the state and com- 
pany to Vermont intrastate opera- 
tions. 

Evidence on separations was pre- 
sented by Separations Engineer 
Charles Loud for petitioner and by J. 
M. Honaker and Cyrus G. Hill for the 
state. 


Honaker, a licensed public account- 
ant, has had considerable experience 
as chief accountant and statistician for 
the Public Service Commission of 
Kentucky and has testified before the 
West Virginia, Indiana, South Caro- 
lina, and Kentucky commissions on 
separations. He also participated 
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actively as a member of the committee 
in the preparation of the ‘Separations 
Manual.” In his opinion, the com- 
pany’s method of allocating the station 
line plant, consisting of station instal- 
lations, drop and block wires, and 
other equipment, was inequitable and 
unfair and did not give adequate con- 
sideration to the standby value of such 
equipment. He recommended that 
this portion of the plant be separated 
on the same basis as the composite 
factor resulting from the allocation 
of the remainder of the plant as be- 
tween state and interstate use. 

More specifically, Mr. Honaker 
pointed out that station equipment is 
used for conversation purposes, on the 
average, only about 2 per cent of the 
time, and that it is standing by avail- 
able for use the remaining 98 per cent 
of the time. Standby value of the 
equipment, according to Mr. Honaker, 


is more equitably reflected by separat- 
ing the station equipment and _ its 
associated expenses on the basis of all 
the other plants to which it is asso- 
ciated than by separating it on sub- 
scriber line usage alone. 


In 1950, Mr. Honaker’s method 
would have reduced net plant allocated 
to intrastate by $420,313, and ex- 
penses by $77,746. Percentage-wise, 
this is about 3.2 per cent of plant and 
1.4 per cent of expenses. 

We find that Mr. Honaker’s meth- 
od has merit and we think that the 
Bell System, the Federal Communica- 
tions Commission, and the National 
Association of Railroad and Utilities 
Commissioners should seriously con- 
sider it as a further step in a more 
equitable separation of plant and ex- 
penses. 

Cyrus G. Hill, witness for the state, 
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presented a separation study for the 
year 1951 which differed substantially 
from that of petitioner. Mr. Hill’s 
major deviation from the Manual was 
in his apportionment of jointly used 
cables, etc., between exchange lines 
and toll lines as a preliminary to the 
separation of book cost of such cables. 
The Manual method of allocating the 
book cost of cables used jointly for 
subscriber lines and toll lines is on the 
basis of the relative copper content of 
the wire circuits assigned to each serv- 
ice. Mr. Hill disregards the use of 
the physical circuits in the cable and 
treats the cable as though all circuits 
could be used for either service, which 
is not the fact. 

We find that Mr. Hill’s method of 
separation is, in general, not as reason- 
able as that used by petitioner. 


Division of Revenues 


[1] Each month the American Tel- 
ephone and Telegraph Company and 
the operating companies in the Bell 
System divide the revenues derived 
from interstate toll business. The 
purpose of this division of revenues 
is to provide a means whereby the 
long lines department of the Amer- 
ican Telephone and Telegraph Com- 
pany and each subsidiary company will 
receive the same rate of return on 
interstate business. Each state shares 
equally on a percentage basis in the 
division of net interstate revenues re- 
maining after first deducting the ex- 
pense of such interstate operations. 
The percentage of net revenues for 
each state is based on the ratio of the 
state’s net plant allocated to interstate 
use to the total interstate net plant 
of all participants in the division. 


Obviously, the interstate investment 
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is determined by the application of the 
separations procedures. This percent- 
age in Vermont varies from month to 
month in relation to interstate use, 
with August the month of greatest 
interstate use. Petitioner’s Vermont 
plant is designed and built to take 
care of its August peak load. It seems 
only fair that the month of highest 
use should govern the allocation of 
plant to interstate business for the en- 
tire year. The plant of the American 
Company, which is used for interstate 
business only, is allowed at 100 per 
cent each month in the division of rev- 
enues. The intrastate operations in 
Vermont should not be required to 
carry any part of the plant which is 
needed only to serve interstate busi- 
ness at its peak. 

In August, 1950, interstate plant of 
$4,749,099 was used in the division- 
of-revenues _settlement—while the 
average for the year was only $4,- 
394,304—and the average for the first 
ten months of 1951 was $4,748,377, 
although the high month was October 
with $5,160,781 of interstate plant. 


Charleston Plan 


This plan, which was proposed by 
the Federal Communications Commis- 
sion and adopted on an interim basis 
by the National Association of Rail- 
road and Utilities Commissioners, has 
the effect of transferring about $90,- 
000,000 in plant and $22,000,000 of 
annual expense from state to inter- 
state operations. In Vermont it is 
estimated to transfer about $283,000 
of net plant and $77,000- of annual 
expense from state to interstate. 

We find that the Charleston Plan 
is a step in the right direction in 
allocating additional investment and 
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expense to interstate. There remains, 
however, a substantial difference be- 
tween state and interstate toll rates for 
calls of equal distance. 


Phoenix Plan 


In 1950, the so-called Phoenix Plan 
was proposed to the NARUC Conven- 
tion as a means of equalizing the large 
difference between the cost and ex- 
pense of operation of state and inter- 
state toll circuits. This plan was not 
acceptable to the Federal Communica- 
tions Commission. This plan in Ver- 
mont would have transferred $600,000 
in investment and $60,000 in expenses 
from state to interstate. 

The petitioner is apparently agree- 
able to the Phoenix Plan if the Fed- 
eral Communications Commission will 
accept it so all property and expenses 
are assigned to either state or inter- 
state and nothing is left out in “no- 
man’s land.” 


Summary 


Although we are not thoroughly 
convinced that the method employed 
by the petitioner produces results en- 
tirely fair to intrastate rates, we shall 
accept, for the present, petitioner’s sep- 
aration of joint investment and ex- 
penses as the best method available 


tous. We shall continue to encourage 
further studies of the separation prob- 
lem through the National Association 
of Railroad and Utilities Commission- 
ers for a solution which will ulti- 
mately result in the payment by users 
of state toll and exchange service of 
rates which are more nearly in line 
with those paid for interstate use. 
The Manual method as modified by 
the Charleston Plan presents itself 
as the one most universally adopted by 
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the majority of state commissions 
since November 1, 1951. 


Rate Base 


Telephone Plant in Service: 

[2] We shall accept petitioner’s av- 
erage telephone plant in service minus 
its average depreciation reserve as the 
measure of its net plant investment. 
This represents the original cost of 
the property when it was first dedi- 
cated to public use less accrued depre- 
ciation. 


Property under Construction: 

[3] We shall make no allowance 
for property under construction since 
the company charges interest during 
construction to its plant accounts and 
such interest becomes a part of the 
rate base when the property is placed 
in service. Re Central Vermont Pub. 
Service Corp. (1950) 116 Vt 206, 
215, 83 PUR NS 47, 71 A2d 576; 
Re New England Teleph. & Teleg. Co. 
(1949) 115 Vt 494, 504, 505, 79 
PUR NS 508, 66 A2d 135; Re New 
England Teleph. & Teleg. Co. (1951) 
116 Vt 480, 483, 484, 90 PUR NS 
414, 80 A2d 671. 


Property Held for Future Use: 

[4] None of the property in this 
account should be included in the rate 
base as the expected time for its use 
is too remote to give it the character 


of working capital. Re New England 
Teleph. & Teleg. Co. supra, 115 Vt 
at pp. 505, 506, 79 PUR NS 508; 
Re New England Teleph. & Teleg. Co. 
supra, 116 Vt at pp. 484-487, 90 
PUR NS 414. 


W orking Capital: 

Working capital is the amount of 
funds required over and above invest- 
ment in plant to provide a reasonable 
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inventory of materials and supplies, 
and to enable petitioner to meet its 
current obligations. In reference to 
funds available to petitioner for its 
use, we must consider the amount of 
taxes which the company accrues each 
month which it does not have to remit 
for some time after the accruals are 
made. In the previous case [ (1950) 
83 PUR NS 414, 431], we allowed 
$464,300 as working capital, which 
was the average amount of Other 
Assets Net. For the thirty months 
ended June 30, 1951, petitioner claims 
necessary working capital at $737,109. 
This working capital is based on sup- 
plies on hand plus one-eighth the 
annual expenses, excluding deprecia- 
tion and taxes. Petitioner, in its Ex- 
hibit 6, computed its working capital 
for 1949 on the balance sheet method 
as $405,295 for intrastate. It revised 
its figures on its Exhibit 79 to $763,- 
588 on the basis of one-eighth the 
annual expenses less depreciation and 
taxes plus materials and supplies. We 
find that an allowance of $275,030 for 
working capital for the thirty months 
ended June 30, 1951, on the balance 
sheet method, is sufficient. In 1951, 
the balance sheet method gives a neg- 
ative figure and for that reason no 
allowance is included for that year, 
nor is any deduction made on this 
account. 


Computed Rate Base— 30 Months Ended June 
30, 1951: 


Telephone Plant in Service ..... $17,614,974 
275,030 


. $17,890,004 
—5,948,281 


$11,941,723 


Less Depreciation Reserve 


Operating Expenses: 
We are accepting the operating ex- 
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penses claimed by the company. We 
have closely examined and scrutinized 
the petitioner’s exhibits and supporting 
evidence thereto and are unable to 
find that they are excessive, unwar- 
ranted, or incurred in bad faith. Re 
New England Teleph. & Teleg. Co. 
supra, 115 Vt at pp. 510, 511, 79 PUR 
NS 508; Re New England Teleph. 
& Teleg. Co. supra, 116 Vt at p. 501, 
90 PUR NS 414. 


Depreciation: 

For the year 1951, petitioner com- 
puted its depreciation expense at $1,- 
047,856 for combined operations and 
$822,614 for intrastate operations. 
Hill, witness for the state, used a 
figure of $970,289 for combined de- 
preciation expense and $726,783 as the 
allocation to intrastate operations. 
Petitioner allocated 78.5 per cent of 
combined depreciation expense to in- 
trastate while the state only allocated 
74.9 per cent. This is due to the dif- 
ference in the separations percentages 
which we discussed previously. 

We find that the rates used by 
petitioner are reasonable for the pur- 
pose of this proceeding. 

It is true that the faster plant is 
depreciated the larger the depreciation 
reserve, the smaller the net plant and 
therefore the rate base on which earn- 
ings are determined. 


Rate of Return—Thirty Months Enda- 
ed June 30, 1951: 

For the thirty months ended June 
30, 1951, the period during which the 
January 1, 1949, rates were in effect, 
petitioner reported net telephone earn- 
ings (excluding interest charged to 
construction, $63,952) of $1,506,970. 
The earnings are after adjustment for 
the border-line rates for the period 


January 1, 1949, to May 15, 1951; 
amortization of rate case expense over 
a 5-year period and amortization of 
the 1950 hurricane damage, $171,313, 
on a 5-year basis. We find these ad- 
justments to be reasonable. The 
above earnings represent an annual 
return of 5.05 per cent on our rate 
base of $11,941,723. 


Rate of Return—Six Months Ended 
December 31,1951: 

We find that for the six months 
ended December 31, 1951, petitioner 
had net telephone earnings of $424,- 
532 after excluding the interest 
charged to construction, $12,546. We 
find that the rate base for the period 
is as follows: 


$19,175,090 
—6,298,756 


$12,876,334 


Telephone Plant in Service 
Less Depreciation Reserve 


The above represents an annual rate 
of return of 6.59 per cent. 


Rate of Return—1952 (Estimate): 


We have no evidence from peti- 
tioner as to 1952 estimated earnings. 
We do have, on Exhibit P-124, pe- 
titioner’s actual results for the year 
1951 adjusted for the following known 
changes: 

1. Change in federal income tax to 
52 per cent. 

2. 1950 hurricane repairs (amor- 
tized, 5-year basis). 

3. Amortized cost of new Vermont 
accounting office (5-year basis). 

4. Amortized rate case expense (5- 
year basis). 

5. Effect of 1951 general wage in- 
crease for period not in effect. 

6. Effect of Charleston Plan. 

7. Effect of 35 per cent debt ratio. 
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8. Effect of border-line rates, 1/1- 
5/14/51. 

9. Effect of 11/30/50 rates, 1/1- 
6/30/51. 

We find that the actual results for 
the last full year available, adjusted for 
all known changes, is the best guide 
for the immediate future. 

The above adjustments do not allow 
for the savings in operators’ wages as 
a result of the Burlington dial conver- 
sion, which took place in September 
of 1951. Traffic expenses in 1951 
were $1,621,761. For the first three 
months of 1952, traffic expense was 
only $368,244 or at an annual rate of 
$1,472,976—a reduction of $148,785. 

The 1951 figure of $1,621,761 does 
not reflect any part of the 1951 general 
wage increase for the period it was 
not in effect. We find that a saving 
of at least $150,000 will be made in 
1952, as a result of dial conversion, 
in petitioner’s traffic expense. 


We find that the rates which became 
effective July 1, 1951, will produce net 
telephone earnings in 1952 of $816,- 
281 after the deduction of interest 
charged to construction and before 
consideration of the savings in traf- 
fic expense outlined above. 

We do not have the intrastate in- 
vestment of petitioner at December 31, 
1951. In its annual report to the com- 
mission, however, the company shows 
combined plant in service in Vermont 
of $24,825,950. Using the ratio of 
intrastate plant to total plant, 79.59 
per cent, we determine the intrastate 
plant in service at December 31, 1951, 
was $19,758,974. 

We find the investment on that 
date as follows: 
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Telephone Plant in Service $19,758,974 


Deduct: Effect of Charleston 


—283,000 
$19,475,974 
+110,471 
$19,586,445 


Add: Other Assets Net (Hill), 
79.59% 


Deduct: Depreciation Reserve, 
1951 Annual Report, Com- 
bined ($8,172,852); Ratio, 
78.2% (p. 2, E. P-123) .... —6,391,170 


Net Investment $13,195,275 

Net earnings of $816,281 on a rate 
base of $13,195,275 produce a rate 
of return of 6.19 per cent. In view of 
the fact that the above earnings are 
based on a 35 per cent debt ratio 
whereas the actual debt ratio at De- 
cember 31, 1952, was 38 per cent and 
with the company’s large construction 
program for 1952, the debt ratio will 
increase and the liability for federal 
income tax will be reduced by 52 cents 
on each dollar of interest paid. There- 
fore, we find that the rates which be- 
came effective on July 1, 1951, will 
produce a return of at least 6.25 per 
cent, after they are adjusted to provide 
an annual increase of $650,000 instead 
of the original annual increase of 


$800,000. 
October, 1952, Wage Increase 


Prior to the issuance of our report 
in this matter, the company asked to 
reopen the case for the limited purpose 
of determining the effect of the Oc- 
tober 12, 1952, wage increase upon 
its Vermont intrastate expense. The 
motion was heard on December 24, 
1952, and the state objected to a 
reopening. 

The company’s motion was granted 
and we directed the petitioner in our 
discretion to introduce the results of 
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the last twelve months’ period avail- 
able. 

Petitioner, on January 22, 1953, 
introduced evidence to show the effect 
of the October 12, 1952, wage increase 
on the test year of 1951. It also intro- 
duced an Exhibit No. 137 which 
shows its earnings for the twelve 
months ended November 30, 1952, 
with adjustments to reflect: 

1. 1950 casualty repairs amortized 
(5-year basis). 

2. Cost of establishing Vermont 
accounting office (5-year basis). 

3. Rate case expense amortized (5- 
year basis). 

4. October 12, 1952, wage increase 
for twelve months. 

5. Effect of Charleston 
12/1/51 to 2/29/52. 

6. Effect of July 1, 1952, rates from 
12/1/51 to 6/30/52. 

Counsel for the state and public 
cross-examined witness Brickett on 
these exhibits on April 27, 28, 29, and 
30, and introduced some thirty ex- 
hibits. The results of the cross-exam- 
ination of the witness and the introduc- 
tion of the exhibits did cast some 
doubt on the results of the company’s 
operations and earnings for the periods 
in question. We found no indication 
of any decreases in operating expenses 
or investment, or any indication of 
increased revenues by reason of in- 
crease in telephones or intrastate toll 
earnings which would offset the wage 
increase of October 12, 1952, either 
in whole or in part. 


The record shows and we find that 
the earnings of petitioner for the 
twelve months ended November 30, 
1952, were $884,920. The 1950 
casualty repairs, expenses of estab- 
lishing the Vermont accounting office 


Plan, 


and rate case expenses, when adjusted 
to a basis of amortization over a 5- 
year period, increases earnings to 
$900,417. The earnings are further 
increased by $9,240 to $909,657 by an 
adjustment for the effect of the 
Charleston Plan for separations for 
the period December 1, 1951, to Feb- 
ruary 29, 1952. Earnings would be 
reduced by $44,967, the net effect of 
the July 1, 1952, rate increase for 
the actual five months in effect, to 
$864,690. 

The annual net effect of the October, 
1952, general wage increase is $75,- 
577, which should be reduced by $9,- 
614 for the period October 12, 1952, 
to November 30, 1952—or a net re- 
duction of $65,963. This makes tele- 
phone earnings of only $798,727, 
which is less than the earnings of 
$816,281 previously found to be rea- 
sonable for 1952. 

We find that petitioner should be 
allowed an increase of $150,000 an- 
nually in its rates effective January 
1, 1953, to reimburse it for the above 
wage increase. 


Cost of Capital 


[5] As expected, a sharp difference 
of opinion on the cost of capital exists 
between witnesses for the state and 
those presented by petitioner. 

In the instant case, witnesses for 
petitioner were of the opinion that 
an over-all return of approximately 
7.75 per cent is necessary to permit 
the company to secure additional funds 
as needed to provide adequate service. 
This is based on a 35 per cent debt 
ratio. At December 31, 1951, the 
company’s actual debt ratio was 38 
per cent. Funded debt at that time 
was $135,000,000, and $22,500,000 
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had been advanced by American Tele- 
phone and Telegraph Company. 

Witnesses for the state testified 
that a return of 53 per cent to 6 per 
cent on a 45 per cent debt ratio would 
be adequate. 

The testimony is that the present 
cost of debt is 3.56 per cent, and the 
cost of new debt would be 3.20 per 
cent to 3.30 per cent (average, 3.25 
per cent). A composite return of 6.25 
per cent on the actual debt ratio at 
December 31, 1951, assuming the 
short-term 2? per cent borrowings 
replaced with long-term debt at 3.25 
per cent, would produce a return on 
equity of 7.94 per cent. 


Composite Return 6.25% 


Deduct : 
Present Debt 32.7% X 3.56 .. 1.16 
New Debt 55% X325 .. 18 


—1.34% 


Balance for Common Stock ... 4.91% 


4.91 per cent on common stock 
equity of 61.8 per cent is a return 


of 7.94 per cent. Paul L. Howell, 
witness for the state, testified that 
the cost of equity money on a basis 
of 80 per cent payout was 8.25 per 
cent, and 7.80 per cent on an 85 per 
cent payout. Martin L. Lindahl, 
witness for the state, testified that the 
cost of equity at 85 per cent payout 
with a dividend yield of 6 per cent 
and with costs of financing and under- 
pricing of 8 per cent would be 7.62 
per cent. Marvin Chandler, witness 
for the company, testified that the 
current cost of common stock equity 
was 10 per cent. L. Douglas Mere- 
dith, also witness for the company, 
was of the opinion that petitioner must 
earn a composite rate of 74 per cent 
and a return on equity of 10 per cent. 
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For the purpose of this proceeding, 
we shall use the actual debt ratio 
of the petitioner. At December 31, 
1951, this debt ratio was 38 per cent 
which we find to be reasonable and, 
in view of the circumstances and the 
testimony, we do not feel that we are 
warranted in substituting any assumed 
debt ratio for the actual. There is no 
basis for assuming that the debt ratio 
will be increased substantially in the 
near future. 

Also at December 31, 1951, peti- 
tioner had outstanding 2,325,586 
shares of common stock. Total cap- 
italization at that time was: 


Per Cent 
Common Stock .... $232,558,600.00 56.3 
Surplus 22,805,701.14 ne 
Funded Debt 135,000,000.00 32.7 


Advance from A. T. 
: 22,500,000.00 5.5 


& 2. Go: . 
$412,864,301.14 100.0 


$24,771,858 
25,804,019 
26,836,180 
28,900,501 
30,964,823 
$4,600,000 
618,750 


$5,218,750 


Per 
Share 


Interest on Funded Debt 
Interest on Advances @ 2.75% .. 


Balance 
$19,553,108 
20,585,269 
21,617,430 
23,681,751 
25,746,073 


Conclusions 


[6] We find that a return of 6.25 
per cent is sufficient to allow petitioner 
to pay its interest on outstanding debt 
and dividends at the annual rate of 
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$8 per share on outstanding common 
stock, with nearly $2,000,000 to be 
added to surplus. This finding is based 
on the capital structure at December 
31, 1951. The capital structure at 
January 1, 1951, included only 1,555,- 
701 shares of common stock as 769,- 
885 shares were issued on July 10, 
1951. The dividend rate was in- 
creased from a quarterly rate of $1.50 
to $2 on May 15, 1951. 

The above finding is based on a 
payout of 90 per cent of income avail- 
able for dividends, which we realize 
is high but is within the historic pay- 
out of the New England Telephone 
and Telegraph Company. For the 


period 1933-1950, the average payout 
was 94 per cent and for the period 
1920-1950 it was 98.7 per cent. 

We find that the earnings for Ver- 


mont in 1951 (net operating income) 
were only $909,544.34, or 3.7 per 


cent of the total for the entire com- 
pany. At December 31, 1951, Ver- 
mont had 85,042 telephones, which is 
3.65 per cent of the company total. 


Massachusetts, which has 70.6 per 
cent of petitioner’s total telephones, 
has in its recent decision (D.P.U. 
9789) [1952] 96 PUR NS 580, 
granting the company a further rate 
increase, allowed a return of at least 
6.23 per cent. The Massachusetts 
commission allowed net telephone 
earnings of $15,403,000 on a rate base 
of $247,234,000, or at the rate of 
6.23 per cent. A further allowance 
of $372,000 was made to take care of 
increases in municipal taxes which the 
record disclosed would be materially 
higher. The $372,000 allowance was 
also made because the new rates would 
be in effect for not more than six 
months of 1952. Earnings were only 


[4] 49 


5.202 per cent on the above rate base 
for the first six months of 1952. 

We find that Vermont cannot allow 
a rate of return in excess of that 
earned in Massachusetts as it would 
have no material effect on the compa- 
ny’s total earnings or on its credit. 
Nor should Vermont subscribers be 
required to pay a larger share of total 
earnings than those of Massachusetts. 

The several rate increases which 
have become effective in Vermont 
have had the effect of reducing the 
number of main telephones from 70,- 
174 at December 31, 1948, to 68,863 
at the end of 1951. In all the other 
states served by petitioner, the num- 
ber of telephones increased between 
the above dates. We believe that the 
Vermont rates, being higher than those 
in other states, had a depressing effect 
on the tendency for an increase in 
telephones. 


An example of the disparity of rates 
between subscribers receiving service 
from the same exchange is Northfield, 
Massachusetts. On July 1, 1951, one- 
party business service was $10 in Ver- 
mont, $8 in New Hampshire, and $5 
in Massachusetts. One-party resi- 
dence service was $4.50 in Vermont, 
$4 in New Hampshire, and $3 in 
Massachusetts. Our order will not 
lower the above rates appreciably be- 
cause it requires higher rates than 
those in our neighbor states for the 
petitioner to earn 6.25 per cent on 
its Vermont investment. 


We find that the rates filed for effect 
January 1, 1949, are just and reason- 
able and produced a return of 5.05 
per cent for the period ended June 30, 
1951, which we find is not excessive. 
We find that the rates filed for effect 
January 1, 1951—which were sus- 
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pended until July 1, 1951—produced 
a return of 6.57 per cent on an annual 
basis, which we find is not excessive 
in view of the lower rate of return 
for the first six months of the year. 
Taking the year as a whole, the rate 
of return was not excessive. For the 
first six months, the rate of return 
was at an annual rate of 4.6 per 
cent. 


We find that the rates which became 
effective on July 1, 1951, are just 
and reasonable for the period from 
July 1, 1951, to December 31, 1951, 
and on and after January 1, 1953, but 
should be reduced by $150,000 for the 
year 1952. With such reduction they 
are just and reasonable and should 
produce a rate of return of at least 
6.25 per cent. 

We find that the rates which be- 
came effective on July 1, 1952, are 
not just and reasonable and should 
be disallowed. 

Our order will require petitioner 
to refund all moneys collected in ex- 
cess of the rates found to be just and 
reasonable. 


Supplemental Report 


The commission denied the ‘‘Mo- 
tion to Reopen” filed by the state of 
Vermont and the public in the above- 
entitled proceedings for the reason 
that the facts to be presented were 
admitted by the petitioner in its 
“Memorandum in Reply to State’s 
Motion to Reopen.” 


The commission granted the ‘“Mo- 
tion for Reconsideration” filed by the 
state of Vermont and the public and 
we shall proceed to reconsider the mat- 
ters raised in said motion, and the 
further matters raised by the state of 
Vermont and the public in its motion 
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to strike out of our report certain 
findings. 


1. License Contract with A. T. & T. 
Co. 

[7] We are asked to strike out the 
one per cent (of gross revenue) charge 
under the license contract for the rea- 
son that this charge was not sub- 
stantiated by any evidence in the case 
that tended to establish the value of 
the service allocable to Vermont and 
comparable to its cost and for the 
further reason that the one per cent 
charge includes costs which are solely 
holding company expenses of Amer- 
ican Telephone and Telegraph Com- 
pany. However, we found that the 
principal witness for the state testified, 
in substance, that the charges made 
on the one per cent basis were fair 
and reasonable. There is nothing in 
the record to justify the disallowance 
of the one per cent license fee or any 
part of it. 


2. Standard Supply Contract—West- 
ern Electric Company. 

[8] We are asked to strike out of 
our report as a part of the operating 
expenses of the petitioner the cost of 
the charge under the Standard Supply 
Contract because said contract is not 
an arm’s-length transaction and that 
there is no evidence from which the 
commission could have found that the 
cost of manufacture of the specific 
items of property sold by Western 
Electric to the petitioner was fair and 
reasonable. Failing this, we are asked 
to require further evidence on the 
issue. 


There is no evidence that the profits 
made by Western Electric are larger 
than the profits made by other man- 
ufacturing companies, nor that the 
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prices themselves are excessive. The 
evidence shows that the petitioner 
could not buy the material elsewhere 
at prices lower than, or even as low 
as, those charged by Western. We 
find that the cost or any part of the 
cost of materials and supplies billed by 
Western Electric to the petitioner 
should not be struck from operating 
expenses. 

3. We find that the findings relative 
to 195 Broadway Corporation should 
remain in our report and that no 
adjustment of the one per cent license 
charge should be made because of the 
expenses of the above corporation. 


[9] 4. We are asked to strike out 
findings of the petitioner’s intrastate 
investment on December 31, 1951, 
for the reason that it is based on the 
annual report of the company for 
1951, which is not in the record and, 
further, because the investment should 
be on the average plant during the 
year and not on the year-end balance. 
We believe we have the right to take 
judicial notice of reports filed with 
us. In taking the year-end 1951 in- 
vestment in plant to determine the 
prospective earnings for 1952, we used 
a figure which we considered as being 
no more than the average investment 
in 1952 inasmuch as the record in- 
dicated a constantly increasing invest- 
ment in plant for several years to 
come. We used a net plant investment 
of $13,084,804 as the estimate of such 
investment for 1952. For the twelve 
months ended November 30, 1952, 
Exhibit P—137 shows the average in- 
trastate net plant investment to be 
$13,254,144 after proper adjustments, 
which is somewhat higher than our 
estimate. We conclude that the figure 
of $13,084,804 is reasonable and 


should stand. In using a test year, 
actual results should be adjusted for 
all known changes. The fact that the 
investment at the end of 1951 was 
in excess of the average for 1951 was 
known and to have used a lesser 
amount would have been incorrect. 

[10] 5. We are asked to strike our 
finding that the separation of com- 
bined plant and expenses between in- 
trastate and interstate should be on 
the basis of the “Separations Manual” 
as modified by the Charleston Plan. 
We have reconsidered our previous 
finding, and also the methods proposed 
by the state and public, and conclude 
that the method used by the petitioner 
as outlined above is the most reason- 
able method of separating plant and 
expenses and we are adopting it as 
the best method. The method adopted 
is the one most universally used by 
the several states. 


As we pointed out in our report, 
August is supposedly the month of 
highest use but for the first ten 
months of 1951 the average interstate 
plant was $4,748,377. October, 1951, 
with $5,160,781 was the highest 
month. If the plant is designed for 
August use, it might be unfair to 
charge interstate use with more invest- 
ment for any month than the August 
allocation. In 1951 this method 
might have resulted in a lesser charge 
for the year than under the petitioner’s 
method. 

We are urged to use the Honaker 
separation, which was discussed in our 
report and would have the effect in 
1950 of reducing intrastate plant by 
$420,313 and expenses by $77,746. 
The Charleston Plan reduced intra- 
state plant by $283,000 and intrastate 
annual expenses by $77,000. The two 
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plans are almost identical in their ef- 
fect on expenses but the Honaker sep- 
aration would transfer some $137,000 
additional plant out of intrastate. If 
we apply Honaker’s method, after giv- 
ing effect to the Charleston Plan, the 
combined effect would be nearly the 
total of the two methods. We find 
that this would be manifestly unfair. 


The Charleston Plan provides for a 
change in the separation of exchange 
plant. The Manual divides exchange 
plant into some sixteen types, while 
the Charleston Plan divides it into 
three categories (A, B, and C) and 
apportions them on the basis of either 
minutes of use or traffic units. The 
three categories parallel those already 
in use for toll plant. Thus, the 
Charleston Plan does promote uni- 
formity in the allocation of exchange 
and toll plant. 


6. We find that a proper debt ratio 
for the petitioner is its actual debt 


ratio as long as it falls within the 
range of 35 per cent to 40 per cent 
unless conditions should differ from 


the present. The debt ratio of New 
England Telephone and Telegraph 
Company on December 31, 1945, was 
36.2 per cent. By the end of 1948 
it had climbed to 58 per cent. At the 
time of our previous decision it was 
obvious that the petitioner must pay 
off its short-term debt with either 
bonds or stock sales. At that time we 
decided that a 45 per cent debt ratio 
was reasonable and adopted it for the 
purpose of rate making. If the pres- 
ent debt ratio was 45 per cent, we 
might be justified in using it or we 
might use it if there was any evidence 
that it would reach that level in the 
not distant future. 


If the company elects at some later 
1 PUR 3d 


date to increase the debt ratio to any 
point where the over-all cost of money 
is lowered, we should require the sav- 
ing to be passed along to the custom- 
ers. 

There is no inconsistency in our 
finding, on page 23 of our report, 
that “there is no basis for assuming 
that the debt ratio will be increased 
substantially in the near future,” and 
our finding on page 20 of the report 
that “with the company’s large con- 
struction program for 1952, the debt 
ratio will increase’ as we made no 
finding that there would be a sub- 
stantial increase in the debt ratio. 


7. We have no way of evaluating the 
stock issue of January, 1953, on the 
cost of money without the benefit of 
testimony of financial experts. It is 
true that American Telephone and Tel- 
egraph Company made an apparent 
paper gain of some $1,600,000 on the 
transaction. However, the amount 
that will appear in the capital account 
of New England is only the actual 
amount paid by American and that is 
all that New England will be allowed 
as its investment. 


[11] 8. Upon reconsideration of 
all the evidence and the effect upon 
the security holders and the subscrib- 
ers, we find that we should reduce 
our finding of a fair rate of return 
from 6.25 per cent to 6 per cent. A 
6 per cent rate of return will allow the 
petitioner to pay its interest on out- 
standing debt, maintain its credit, 
maintain its present dividend policy, 
and increase surplus by 41 cents per 
share per year. If dividend rates 
should be reduced, the amount of such 
reduction will be a further addition 
to its surplus. We find that a 6 per 
cent return will allow it to attract 
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capital in competition with other busi- 
ness having similar risks, and will 
balance the interests of the investor 
and the subscriber. 

The reduction in the rate of return 
will result in a further reduction of 
net earnings in 1952 of $32,988, 
which is equivalent to $72,574 before 
Vermont gross revenue tax, license 
fee, and federal income tax. 


Refunds 


[12,13]The attorney general and 
counsel for state and public ask that 
we order all refunds except for the 
$237,000 annual increase of July 1, 
1952, to be made to noncommercial 
subscribers and principally to 2-, 4-, 
and 8-party subscribers. None of the 
refund except for the July 1, 1952, in- 
crease would be allocated to business 
users on the grounds that the amounts 
paid by business users are proper de- 
ductions for income tax purposes. 

It is claimed that the apportionment 
of rates in the $800,000 July 1, 1951, 
increase between 1-, 2-, 4-, and 8-party 
subscribers was inequitable between 
the subscribers in that the difference 
in rates between such subscribers did 
not actually reflect the difference in 
the cost to the company of each sub- 
scriber group and that 2-, 4-, and 8- 
party subscribers could be said to be 
paying more than their share of the 
load. It is stated that many 4- and 
8-party subscribers received increases 
of $12 a year whereas the increase 
to one-party subscribers was rarely 
in excess of $6 a year and in the 
case of 2-party subscribers, increases 
were rarely, if at all, in excess of $9 a 
year. 

We believe we are without authority 


to exclude business users from any 
refund simply because the cost of tele- 
phone service is a proper deduction in 
computing income taxes. The busi- 
ness rates which became effective on 
July 1, 1951, averaged 168 per cent 
above the net rates in effect on Jan- 
uary 31, 1947, while the average in- 
crease in residence rates was only 97 
per cent. 

As to the claim that 2-, 4-, and 8- 
party residence subscribers are paying 
more than their share of the costs, 
the record is without evidence to per- 
mit us to draw such aconclusion. The 
only 8-party residence subscribers who 
were increased $12 annually by the 
July 1, 1951, rates were those in the 
so-called border exchanges who, for 
several years, had enjoyed lower rates 
than those charged to other Vermont 
users. The same applies to the $9 
increases for 4-party subscribers, ex- 
cept in cases where an exchange was 
raised to a higher classification due 
to increase in phones. 

The increases for residence users, 
except for changes in classification or 
for border-line stations, were 50 cents 
per month. 

We are asked to order the company 
to account for, and refund, gross rev- 
enue taxes of 4.25 per cent, federal 
excise taxes of 15 per cent and any 
other savings to it as of result of any 
refunds. Our computations of cost of 
service are all based on the actual taxes 
for which the company is liable and the 
one per cent license fee to American is 
also allowed at the actual liability. 
We have no authority to order the 
company to refund the 15 per cent 
federal excise tax as we are without 
jurisdiction. 
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Re New Jersey Power & Light 
Company 


Docket No. 7490 
September 23, 1953 


— to dismiss electric company’s application to impose a 
surcharge to recoup deficit in return; granted. 


Return, § 43 — Surcharge to recoup past deficits. 
1. A company which has failed to secure from year to year sufficient earn- 
ings to keep its investment unimpaired and to pay a fair return cannot erect 
out of past deficits a legal basis for imposing a surcharge on its current 
rate so that deficits incurred in the past could be recovered, regardless of 
the reason for the occurrence of the deficit in the first instance, p. 56. 


Expenses, § 42 — Deficiencies in past earnings — Amortization. 
2. A public utility is not entitled to amortize deficiencies in past earnings 
even though the deficiencies occurred under rates prescribed by a regula- 
tory agency, p. 56. 

Rates, § 158 — Past losses — Imposition of surcharge. 
3. A statute giving the Board of Utility Commissioners power to require 
a utility to discontinue a surcharge for whatever purpose it might have been 
authorized and to make reimbursement where the purpose of the surcharge 
has been fulfilled for some time prior to its discontinuance cannot be con- 
strued as authorizing the imposition of a surcharge permitting recoupment 
of past losses, p. 60. 

Rates, § 86 — Commission authority — Retroactive rate making. 
4. The Board of Public Utility Commissioners is empowered to prescribe 
rates effective after the making of its order and is without power to prescribe 
either increased or decreased rates retroactively, p. 60. 


Reparation, § 11 — Commission authority. 
5. The Board of Public Utility Commissioners has no power, except where 
a statute expressly confers it, to award reparation or damages, p. 60. 


Rates, § 120 — Just and reasonable rates. 
6. A rate prescribed by the Board of Public Utility Commissioners must 
be just and reasonable not only from the point of view of the investor but 
also from that of the user of the service, p. 60. 


Rates, § 158 — Past deficiencies and excesses. 
7. Past deficiencies and excesses in earnings are only to be taken into ac- 
count in a rate proceeding as bearing upon the primary questions to be deter- 
mined by a regulatory body, namely, whether the existing rates are just 
and reasonable and, if not, what will constitute just and reasonable rates for 
the future, p. 60. 
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Rates, § 158 — Request for surcharge — Timeliness. 
8. A claim for a surcharge to make up for past deficiencies in earnings comes 
too late when made after a just and reasonable rate has been prescribed 
by the Board of Public Utility Commissioners and approved on appeal by 
the state’s highest court, p. 60. 

Courts, § 21 — Federal decisions — Effect on commission action. 
9. The Board of Public Utility Commissioners, in giving effect to the deci- 
sions of federal courts, does not encroach upon the functions of the courts 
of the state, p. 61. 


Return, § 19 — Guaranty of return — Surcharge to recoup deficit. 
Statement that if a company were permitted to add a surcharge to its 
current rates to recover deficits incurred in the past, opportunity to earn 
a fair return would be replaced by guaranty of a fair return, p. 56. 
Valuation, § 175 — Capitalization of past deficiencies in earnings. 
Statement that past deficiencies in earnings should not be capitalized in 
the rate base of a utility, p. 58. 


5 


APPEARANCES: Joseph F. Auten- the amendment to the company’s pres- 


” 


rieth, for New Jersey Power & Light 
Company; Herr & Fisher, by Ryman 
Herr, Sr., and Ryman Herr, Jr., for 
Riegel Paper Corporation; J. W. 
Trauernicht, for Taylor-Wharton 


Iron and Steel Company; Robert D. 
Rickert, for J. T. Baker Chemical 
Company; Joseph Harrison and Wes- 
ley L. Lance, for the people of the 
state of New Jersey, by appointment 
of the attorney general. 


By the Commission: The New 
Jersey Power & Light Company gave 
the board notice on June 3, 1953, that 
effective July 15, 1953, it would, 
“increase its rates for electric service 
by adding a surcharge of 5 per_cent 
to its existing rates and charges over 
such period of time as may be necessary 
to recoup $1,238,000 of gross revenue 
which amount, after adjustment for 
taxes, is equivalent to the deficits in re- 
turn experienced by the company in 
the years 1951, 1952, and five months 
ending June 1, 1953, in the sum of 
$578,000 in the manner set forth in 


ently filed rate schedules... . 

Among the reasons stated for the 
proposed increase is the following: 

“(a) The decision of the board in 
the 1950 rate case in Docket No. 5121 
in denying the company’s application 
for an increase in rates, as a result of 
which the company failed to earn a 
reasonable return in the years 1951, 
1952, and the five months ending June 
1, 1953, under the existing rates kept 
in effect by force of the board’s de- 
cision in the 1950 rate case.” 

The decision of the board so re- 
ferred to, as made in the 1950 rate 
case, was affirmed by the supreme 
court of the state in (1952) 9 NJ 498, 
95 PUR NS 467, 89 A2d 26. 

The board suspended the rate in- 
crease involved in this docket. At the 
hearing set by the board, the company 
introduced testimony and exhibits in 
support of its claim of deficits in earn- 
ings. 

The company rested its right to 
make the proposed surcharge effective, 
on the decision in Hackensack Water 
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Co. v. Public Utility Comrs. (1922) 
08 NJL 41, 43-45, 119 Atl 84, af- 
firmed per curiam (1924) 100 NJL 
177, 124 Atl 925. 

Following conclusion of the compa- 
ny’s direct case, rate counsel desig- 
nated by the attorney general, as well 
as counsel for certain objectors, moved 
for denial of the surcharge and dis- 
missal of the company’s application 
with respect thereto on various factual 
and legal grounds. Oral argument 
was had and briefs were filed on this 
motion. Among the grounds urged 
for denial of the surcharge, it was 
argued that the decision in the Hack- 
ensack Water Company Case, supra, 
was no longer the law of the state be- 
cause of decisions to the contrary by 
the Supreme Court of the United 
States. The motion aforementioned 
is now before us for determination. 

We regard sound determination of 
the issue so raised to be of vital im- 
portance to the future of rate regulation 
in our state. 

We believe that if the proposition 
for which the company contends is 
sustained, our state would stand in 
isolation in giving it effect; that op- 
portunity to earn a fair return would 
be replaced by guaranty of a fair re- 
turn; and that the question of fair 
rate of return, in which risk and esti- 
mates of cost of money play such im- 
portant parts, would have to be worked 
out because we would have no basis 
for comparison. 

[1,2] Because of this, and in order 
that there may be no basis for a claim 
of distortion of context, we set out in 
full that part of the opinion of Mr. 
Justice Swayze bearing upon the point 
of claimed right to surcharge, rendered 
in the Hackensack Water Company 
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Case, supra, upon which the company 
relies to sustain its contention: 


“3. The company makes another 
valid objection. The board omitted to 
consider deficiencies in earnings ac- 
cumulated under rates fixed by the 
commission which did not produce a 
fair return. The board relies upon the 
recent decision of the United States 
Supreme Court in Galveston Electric 
Co. v. Galveston, 258 US 388, 66 L ed 
678, PUR1922D 159, 42 S Ct 351, 
but this view of the effect of that deci- 
sion seems erroneous. Mr. Justice 
Brandeis says: ‘A company which has 
failed to secure from year to year suf- 
ficient earnings to keep the investment 
unimpaired and to pay a fair return, 
whether its failure was the result of 
imprudence in engaging in the enter- 
prise, or of errors in management, or 
of omission to exact proper prices for 
its output, cannot erect out of past def- 
icits a legal basis for holding confisca- 
tory for the future rates which would, 
on the basis of present reproduction 
value, otherwise be compensatory.’ 
(Italics supplied. ) 


“Tt might well be held that the court, 
in naming these three species of def- 
icits (imprudence in engaging in the 
enterprise, errors in management, and 
omission to exact proper prices), 
meant to make an enumeration of the 
cases to which the opinion applies, none 
of which is the present case, but it is 
unnecessary to go as far as that, and 
it may be conceded that the list is not 
a complete enumeration, and that other 
causes may occur which may stand on 
the same legal footing. Be that as it 
may, the reasoning of the opinion ap- 
plies only to deficits due to the conduct 
of the public utility itself, and does not 
justify the refusal to include deficits 
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that are due to the acts of the public 
authorities alone. The language of the 
act is persuasive to the contrary. The 
power given to the board of public 
utility commissioners is to fix just and 
reasonable rates whenever the board 
shall determine any existing rate to 
be unjust, unreasonable, insufficient 
and unjustly discriminatory or pref- 
erential. Plainly, rates that for a 
series of years fail to produce a rea- 
sonable return upon a proper valuation 
are not the just and reasonable rates 
authorized by the statute, and the 
board cannot lawfully fix such rates 
unless by way of experiment, subject 
to change when the inadequacy is 
shown. If it were possible to deter- 
mine by mere inspection the reason- 
ableness of rates, it would at once be 
seen that rates which fail to produce 
a reasonable return could not be rea- 
sonable rates as the statute requires. 
The difficulty arises from the fact that 
in business operations it is impossible 
to tell by mere arithmetical processes 
what the effect of a given rate may 
be and, as suggested in Public Service 
Gas Co. v. Public Utility Comrs. su- 
pra ((1913] 84 NJL 463, 87 Atl 
651), the effect can only be ascertained 
by trial. It is to be sure not for the 
public utility board to guarantee a rate 
to the public utility company, and I 
agree that it would be improper to 
allow the public utility company to cap- 
italize its losses, but when the public 
authorities force upon the public util- 
ity company against its will a rate 
which proves not to be a reasonable 
rate, there is nothing unfair in holding 
the public to a guaranty that the rate 
fixed shall come within the authority 
given by the statute and be just and 
reasonable. The question is who shall 


pay the cost of the experiment. The 
consumers may fairly be charged with 
the cost of experiments undertaken by 
their agents for their benefit. The 
difficulty is to determine how the cost 
may be fairly distributed. To allow 
all deficits to be capitalized and added 
to the base value would be unjust to 
future consumers, who would be bur- 
dened perpetually for the cost of the 
necessary experiment. To make up 
the loss of the company by increase in 
the rate for a single year would impose 
an undue burden on present consum- 
ers. The usual method of correcting 
the error, after the loss is ascertained, 
is by amortization, by allowing an 
additional charge, that is a higher rate, 
for such length of time as will suffice 
to wipe out the deficit. The consumer 
will then pay the cost of the experi- 
ment, but it will be so distributed that 
it may be paid during what may be 
called the life of the experiment. In 
the present case the public utility com- 
mission failed to pay any regard to 
these deficits which they themselves 
had caused. We cannot determine 
what would be a proper length of time 
over which to distribute the reimburse- 
ment of the cost so that the public 
utility company may in the end receive 
the just and reasonable rate to which it 
is entitled by the statute. There are 
no data in the record which enable us 
to determine it. It can only be done 
on a rehearing.” 

The Galveston Case, 258 US 388, 
66 L ed 678, PUR1922D 159, 42 S 
Ct 351, is the only case cited and con- 
sidered by Mr. Justice Swayze. 
Through interpretation, he limited the 
principle there laid down by Mr. Jus- 
tice Brandeis. That Mr. Justice 
Brandeis did not intend so to limit 
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the principle laid down by him is made 
clear by his opinions in later cases. 


Before the decision in the Hacken- 
sack Case, supra, the case of Georgia 
R. & Power Co. v. Railroad Com- 
mission (DC Ga) PUR1922C 744, 
278 Fed 242, had been decided Jan- 
uary 26, 1922. In that case, the court 
specifically indicated that the deficiency 
in earnings resulted during specified 
years and that, “During part of this 
time operations were under the rate 
voluntarily established by the com- 
pany; during the rest, under raised 
rates allowed by the commission.” 
(Italics supplied), and said, PUR 
1922C at p. 751, 278 Fed at p. 247: 


“Losses, or more properly failure to 
earn 8 per cent net return on the values 
since fixed by the commission, are 
claimed during the years 1917, 1918, 
1919 and 1920. ... The claim that 
the failure to earn a reasonable return, 
if established, should now be either 
allowed as capital investment or amor- 
tized under this or future rates we can- 
not allow. To concede this as a right 
would be to guarantee income, and 
would raise a correlative duty to ac- 
count for earnings beyond what were 
reasonable in the past. No limit could 
be placed to the period of the inquiry, 
nor could justice really be done by it 
to the individual stockholders or con- 
sumers actually concerned, for these 
are constantly changing. A rate estab- 
lished as reasonable, whether by the 
company or by the commission, is not 
guaranteed by the commission or the 
public. Whether it will actually yield 
more or less than a fair return during 
its continuance is a risk of the business. 
We do not deny that it is within the 
discretion of the commission to con- 
sider the experience of the immediate 
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past in fixing a just rate for the fu- 
ture, but we hold that no legal right 
exists to have disappointments or sur- 
prises in results balanced.” 

On appeal from the decision in the 
Georgia Railway & Power Company 
Case, in which as above noted, failure 
of earnings under rates voluntarily put 
into effect by the company and rates 
prescribed by the state commission 
were involved, Mr. Justice Brandeis, 
who wrote the opinion in the Galves- 
ton Case, supra, writing the opinion 
of the Supreme Court, Georgia R. & 
Power Co. v. Railroad Commission, 
262 US 625, 67 L ed 1144, PUR1923 
D 1, 5, 43 S Ct 680, said at p. 682, 
“That past losses are not to be cap- 
italized as property on which the fair 
return is based was held in Knoxville 
v. Knoxville Water Co. (1909) 212 
US 1, 14, 53 L ed 371, 29 S Ct 148; 
Galveston Electric Co. v. Galveston, 
258 US 388, 66 L ed 678, PUR1922D 
159, 42 S Ct 351. Here this conclu- 
sion seems even clearer than it was 
in those cases. The losses under con- 
sideration in the case at bar were ob- 
viously not a part of development cost. 
They were due to insufficiency of pre- 
vious rates.” 

If it is urged that Mr. Justice 
Swayze agreed that past deficiencies in 
earnings should not be capitalized in 
the rate base and that his opinion ac- 
cords with that of Mr. Justice Bran- 
deis and that Mr. Justice Swayze held 
only that past deficiencies in earnings 
imposed by the state commission’s 
order alone should be permitted to be 
recouped through amortization, and 
that the opinion of Mr. Justice Bran- 
deis does not traverse this proposition, 
it is answered that the court below 
(Georgia District Court Case, supra) 
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explicitly rejected the proposition laid 
down by Mr. Justice Swayze and that 
on appeal, no adverse comment was 
made respecting it. It is further an- 
swered that in writing the opinion of 
the court in Public Utility Comrs. v. 
New York Teleph. Co. 271 US 23, 70 
L ed 808, PUR1926C 740, 745, 46 
S Ct 363, 366, Mr. Justice Brandeis* 
set at rest all doubt as to the opinion 
of the court by saying: 

“The revenue paid by the customers 
for service belongs to the company. 
The amount, if any, remaining after 
paying taxes and operating expenses 
including the expense of depreciation 
is the company’s compensation for the 
use of its property. If there is no 
return, or if the amount is less than 
a reasonable return, the company must 
bear the loss. Past losses cannot be 
used to enhance the value of the prop- 
erty or to support a claim that rates 
for the future are confiscatory. Gal- 
veston Electric Co. v. Galveston, 258 
US 388, 395, 66 L ed 678, PUR1922 
D 159, 42 S Ct 351; Georgia R. & 
Power Co. v. Railroad Commission, 
262 US 625, 632, 67 L ed 1144, PUR 
1923D 1, 43 S Ct 680. And the law 
does not require the company to give 
up for the benefit of future subscribers 
any part of its accumulations from past 
operations. Profits of the past can- 
not be used to sustain confiscatory 
rates for the future. Newton v. Con- 
solidated Gas Co. 258 US 165, 175, 
66 L ed 538, PUR1922B 752, 42 
S Ct 264; Galveston Electric Co. v. 
Galveston, supra, 258 US at p. 396 
(PUR1922D 159); Monroe Gas 
Light & Fuel Co. v. Michigan Pub. 


*[Epitor’s Note: Opinion in New 
York Telephone Case was by Mr. Jus- 
tice Butler. ] 





Utilities Commission (DC Mich) 
PUR1923E 661, 292 Fed 139, 147; 
Minneapolis v. Rand (CCA8th 1923) 
285 Fed 818, 823; Georgia R. & 
Power Co. v. Railroad Commission 
(DC Ga) PUR1922C 744, 278 Fed 
242, 247, affirmed 262 US 625, 67 
L ed 1144, PUR1923D 1, 43 S Ct 
680; Chicago R. Co. v. Illinois Com- 
merce Commission (DC Ill) PUR 
1922C 282, 277 Fed 970, 980; Gar- 
den City v. Garden City Teleph. Light 
& Mfg. Co. (1916) 150 CCA 25, 
PUR1917B 779, 236 Fed 693, 696.” 

The statement as to past losses was 
unnecessary to the decision. However, 
Mr. Justice Brandeis apparently in- 
cluded it to remove all doubt and to 
make clear that the principle involved 
applied equally, in treating excess 
earnings as the property of the utility 
and in denying to the utility, recoup- 
ment of deficiencies in earnings 
through a surcharge. 

We are persuaded that this series 
of decisions in the federal courts runs 
counter to and vitiates the decision in 
the courts of our state in the Hacken- 
sack Case [(1922) 98 NJL 41, 119 
Atl 84, affirmed per curiam (1924) 
100 NJL 177, 124 Atl 925], and the 
line of reasoning upon which it rests. 


It must be admitted that before this 
series of opinions in the federal courts, 
opinion on the question before us con- 
flicted both in regulatory agencies and 
courts. But we have not been referred 
to, nor has independent research re- 
vealed since 1928, any proceeding be- 
fore any regulatory agency, federal or 
state, or any case in any court, federal 
or state, giving effect to the proposi- 
tion that a public utility was entitled 
to amortize deficiencies in past earn- 
ings where the deficiency occurred un- 
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der rates prescribed by a regulatory 
agency. 

On the contrary, whenever the ques- 
tion has arisen since 1928, the propo- 
sition has been rejected. 

While it is true, that between 1926 
and 1928 this board, in several in- 
stances, permitted amortization of 
such deficiencies, and gave effect to 
the doctrine of the Hackensack Case, 
supra, the series of federal cases run- 
ning counter to the Hackensack Case, 
supra, was not cited or considered. 
The fact that since 1928 until the in- 
stant case no attempt has been made in 
this state to amortize such deficiencies 
in earnings, gives a clear indication 
that the utility industry as well as the 
bar of the state recognized the over- 
riding effect of the series of federal 
court decisions. 

[3] The company contends that the 
legislature, through the enactment in 
1935 of R.S. 48:2-29.3 and R.S. 48: 
2-29.4, gave recognition to the prin- 
ciple declared in the Hackensack 
Water Company Case, supra. In our 
judgment, this contention is without 
validity. It does not purport to au- 
thorize a surcharge. It merely clothes 
the board with power to require the 
utility to discontinue a surcharge for 
whatever purpose it might have been 
authorized and to make reimburse- 
ment where the purpose of the sur- 
charge has been fulfilled and the utility 
has continued the surcharge in effect. 

In passing, it may be noted that the 
principle laid down in the Hackensack 
Water Case, supra, conflicts with the 
settled law of the state in several re- 
spects. 

[4] This board is only empowered 
to prescribe rates effective after the 
making of the order prescribing them. 
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It is without power to prescribe 
either increased or decreased existing 
rates retroactively. 

[5-7] It has no power, except 
where the statute expressly confers it, 
to award reparation or damages. The 
just and reasonable rate to be pre- 
scribed by the board must be just and 
reasonable, not alone from the point 
of view of the investor but also from 
that of the user of the service. Past 
deficiencies and excesses in earnings 
are only to be taken into account as 
bearing upon the primary questions to 
be determined by this board, namely, 
whether the existing rates are just 
and reasonable and if not, what will 
constitute just and reasonable rates 
for the future. 


[8] The proposition of the Hack- 
ensack Case, supra, also fails to give 
effect to the fact that the authority 
of this board to grant relief where 
existing rates prove inadequate is con- 
tinuing. What the company asks us to 
do is to convert a fair opportunity to 
earn a fair return into a guaranty of 
the estimated future return by adding 
to the just and reasonable rates found 
by the board, which finding had the 
approval of our court of last resort 
on appeal, an added charge because of 
past deficiencies in earnings. To ac- 
cede to this contention would be to 
prescribe for the service presently ren- 
dered, not only fair compensation for 
such service, but also compensation for 
deficiencies in past services from which 
the present user may have had no 
benefit because his taking of the serv- 
ice may have only begun after the pe- 
riod of the deficiencies. It is inter- 
esting to observe that in the 1952 
proceeding before the board, the.com- 
pany made no claim under the Hack- 
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ensack Water Case, supra. In any 
event, does not a claim to surcharge 
come too late when made after a just 
and reasonable rate has been pre- 
scribed after hearing and the action 
of the board has on appeal been sus- 
tained by the state’s court of last re- 
sort? 

Other grounds for denying the re- 
lief through surcharge have been 
argued. These, the board now deems 
unnecessary to pass upon because of 
the foregoing considerations. A read- 
ing of the cases before the board in 
the period immediately following the 
decision in the Hackensack Water 
Case, supra, indicates the disturbing 
doubt, uncertainty and confusion aris- 
ing from that decision. 

[9] If, notwithstanding the deci- 
sions of the federal courts discussed 
hereinabove and because it stands un- 
reversed by the courts of our state, we 
were now to treat the doctrine of the 
Hackensack Water Case, supra, as 
continuing in effect, similar grave 
doubt, uncertainty and confusion 
would follow. It would create a situa- 
tion inconsistent with the prompt, ef- 
fective, and just regulation that is the 


object of the Public Utility Act. If 
this were to happen, the perplexing 
problem of determining the circum- 
stances under which the deficiency in 
earnings resulted, and whether it re- 
sulted alone from the board’s order 
prescribing rates, would begin anew. 
This, in the board’s opinion, would 
not be in the public interest. We be- 
lieve that in giving effect to the deci- 
sions of the federal courts, as we inter- 
pret them, does not, as the company 
contends, encroach upon the function 
of the courts of our state but merely 
adopts the course indicated by the 
words of Mr. Justice Swayze, in Pub- 
lic Service Gas Co. v. Public Utility 
Comrs. (1913) 84 NJL 463, 475, 87 
Atl 651, where he said, respecting 
standards of value: “Since all cases of 
the kind may come before that tribunal 
(the Supreme Court of the United 
States) for final adjudication and its 
decisions upon the constitutional ques- 
tion would be binding upon us, we 
ought to adopt the same rule.” 
Accordingly, the board hereby de- 
termines that the motion to dismiss 
should be and is hereby granted. 





NORTH CAROLINA UTILITIES COMMISSION 


Re Old Town Telephone System, Inc. 


Docket No. P-44, Sub 10 
September 21, 1953 


N 


PLICATION by telephone company for approval of small 
stock issue for land purchase; approved. 


Security issues, § 58 — Stock issuance for land purchase. 
- The commission approved a small issue of stock to finance a telephone com- 
pany’s acquisition of land for a central office building, although it does not 
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favor the issuance of “a mere handful of securities because of the effort 
and expense involved,” where the land was the best available and the owners 
insisted on payment in stock rather than cash. 


By the Commission: In this case, 
The Old Town Telephone System, 
Inc., Winston-Salem, North Carolina, 
through its counsel, John M. Minor, 
comes before the commission seeking 
authority of the commission: To is- 
sue 10 additional shares of its common 
capital stock to Bessie L. and John A. 
Sprinkle in payment for a certain tract 
of land situated in Old Town town- 
ship, Forsyth county, North Carolina. 

Petitioner represents that its total 
capital stock as authorized by its 
charter is $100,000 divided into 1,000 
shares of the par value of $100 per 
share. It is further represented that 


petitioner now has outstanding 940 
shares of common capital stock, leav- 
ing in its treasury a total of $6,000, 


represented by 60 shares of common 
capital stock of the par value of $100 
per share. 

Petitioner further represents that 
Bessie L. Sprinkle, an employee of 
petitioner, and her husband, John A. 
Sprinkle, are desirous of acquiring 
common capital stock of petitioner to 
the extent of 10 shares, or a par value 
of $1,000. It is further represented 
that, subject to the affirmative action 
of this commission, petitioner will is- 
sue to said Bessie L. and John A. 
Sprinkle 10 shares of its common 
capital stock in exchange for a certain 
parcel of land which will be used and 
useful in connection with the operation 
of its telephone system. 

Subsequent to the filing of the ap- 
plication in this matter, the commis- 
sion, on its own initiative, requested 
that petitioner supply certain addition- 
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al information pertaining to said ap- 
plication. Oral representations made 
in response to the aforesaid request 
make it appear to the commission that 
said Bessie L. and John A. Sprinkle 
will not consider conveying the said 
parcel of land to petitioner for a cash 
consideration in any reasonable 
amount. Through oral representa- 
tions, it is made to appear further to 
the commission that said parcel of land 
is the only desirable parcel available on 
which to construct a new central office 
building now contemplated by petition- 
er. 

The commission does not look with 
favor upon the issuance by any utility 
company under its jurisdiction of a 
mere handful of securities because of 
the effort and expense involved in such 
an issuance. It has been made to ap- 
pear to the commission in this instance, 
however, that a denial of petitioner’s 
application would result in said peti- 
tioner having to accept a less desirable 
location on which to construct its new 
central office building. The commis- 
sion, therefore, is of the opinion, and 
so finds, in view of the conditions 
heretofore stated that the transaction 
herein proposed is: 

(a) For a lawful object within the 
corporate purposes of the applicant ; 

(b) Compatible with the public 
interest ; 

(c) Reasonable, necessary, and ap- 
propriate for such purposes ; 

Therefore: 

It is ordered, That The Old Town 
Telephone System, Inc., be, and is 
hereby authorized, empowered, and 
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permitted, under conditions set forth 
above to: Issue to Bessie L. and John 
A. Sprinkle 10 shares of its common 
capital stock of the par value of $100 
per share in payment for a certain tract 


of land situated in Old Town town- 
ship, Forsyth county, fronting on New 
Hope road and near the intersection of 
said road and N. C. Highway No. 67. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re City of Follansbee 


Re Follansbee Water & Light Company 


Case No. 3979 
October 14, 1953 


approval of sale of all capital stock of company to munict- 


Joop APPLICATION of water company and municipality for 


pality; denied. 


Consolidation, merger, and sale, § 20 — Excessive price — Waterworks system — 


Sale to city. 


A proposed sale of all the capital stock of a water company to a municipality 
was disapproved where the price was somewhat in excess of estimated repro- 
duction cost and 300 per cent more than original cost of the company’s 
waterworks system, since this would be unduly advantageous to the seller 
and the public would be adversely affected by the consummation of the 


transaction. 


By the Commission: This pro- 
ceeding came on to be heard this 14th 
day of October, 1953, upon the joint 
application of the city of Follansbee, a 
municipal corporation, — hereinafter 
called “city,” and Follansbee Water 
and Light Company, a corporation, 
hereinafter called “company,” for the 
commission’s consent to and approval 
of the sale, transfer, and assignment by 
the stockholders of the company of all 
of the capital stock of the company to 
the city, the sole property of the com- 
pany being a waterworks system serv- 
ing Follansbee and vicinity, Brooke 
county; upon proof of the giving of 
notice of the filing of said application 
and hearing thereon ; and upon the evi- 


dence adduced at a hearing held herein 
on September 28, 1953. 

From all of which it appears that 
the company furnished water to an 
average of 1,052 residential customers, 
92 commercial customers, and 5 indus- 
trial customers during the year 1952; 
that there are 250 shares of stock out- 
standing in the company, which the 
city proposes to purchase for $275,- 
000; that after said purchase the city 
proposes to liquidate the company and 
thus become the direct owner and oper- 
ator of a municipal water system ; that 
by handling this transaction as a stock 
purchase, certain tax savings will be 
realized, and the city will acquire all 
the assets of the company; that in 

1 PUR 3d 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


order to finance said purchase the city 
has passed an ordinance authorizing 
the issuance of $317,000 in revenue 
bonds which will bear interest of 44 
per cent; and that after deducting the 
bond discount of approximately $30,- 
000, $5,000 for cash working capital, 
and $5,000 for attorneys’ fees and 
other miscellaneous costs, the city will 
have remaining $275,000, or slightly 
more, with which to purchase said 
stock. 

It further appears that most of the 
original water system was installed in 
the city prior to 1915; that the com- 
pany’s books reflect an original cost of 
$129,039 and a present depreciated 
orginal cost of $79,547; that an engi- 
neering witness for the applicants tes- 
tified that the reproduction cost of the 
properties new, less depreciation, is 
approximately $251,178, and that in 
his opinion the price of $275,000 for 
said properties is close enough to his 
estimate to make it a fair price; that, 
however, this same engineer testified 
that if the company were seeking a rate 
increase, he would recommend basing 
said increase on a rate base of approxi- 
mately $80,000; that if this transac- 
tion is approved, the city will lose ap- 
proximately $534 in property taxes 
and $312 in gross sales taxes which 
are now collected annually from the 
company, and the county will lose ap- 
proximately $1,000 in taxes; that al- 
though the purchase price for the stock 
is $275,000, the whole transaction 
will cost the city approximately $317,- 
000, upon which amount it will be pay- 
ing approximately 44 per cent interest 
as aforesaid ; that the bond issue is to 
run for thirty-three years; that at the 
time the bond issue is finally retired 


and the city, if all goes as planned, will 
own the property clear of the proposed 
indebtedness, a major portion of the 
water system will be over seventy 
years of age; that although under the 
proposed bond issue the present water 
rates will be continued, the engineer 
for the applicants testified that if cer- 
tain improvements which he recom- 
mends are made to the system, higher 
rates will be necessary; and that no 
evidence was adduced by the applicants 
indicating why the city should pay the 
company 300 per cent more than the 
water properties cost or showing any 
real benefit that would inure to the 
water consumers in Follansbee if this 
transaction is approved. 

Upon consideration whereof the 
commission is of opinion and finds that 
the aforesaid application should be 
denied for the reasons that the price 
the city is required to pay is entirely 
unreasonable based upon the actual 
cost of the properties involved; that 
the terms and conditions of the pro- 
posed transaction are not reasonable 
and the company is given an undue ad- 
vantage over the city thereby ; and that 
the public would not be convenienced 
by the consummation of said transac- 
tion but would be adversely affected by 
same. 

It is, therefore, ordered that the 
joint application of the city of Follans- 
bee, a municipal corporation, and 
Follansbee Water and Light Company, 
a corporation, for the commission’s 
consent to and approval of the said 
sale, transfer, and assignment by the 
stockholders of the company of all of 
the capital stock of the company to the 
city be, and it hereby is, denied. 
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Within the complete line of sturdy, 

reliable Delta-Star Outdoor Switches 

there is a design which will meet 

your requirements exactly and give 

years of trouble-free service. 

Delta-Star has long been known for 

its constant research and engineering 

development of high voltage switching 

equipment and the present line has 

won wide-spread acceptance and 

approval. High pressure contacts have heavy 

silver inlays and each design provides a high 

conductivity current path with a minimum 

of current interchange surfaces. Operating 

mechanisms are simple, strong and easy to install. 

Economy and service are inherent in every Delta-Star Outdoor Type K-40 
Switch from 7.5 through 330 KV. and use has proved again that true 23 KV-600 amp. 


value is determined not by the initial investment but by the service Vertical Break 
Air Switch 





rendered over the years. 
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Northwest Rivers 
Sing a Song of New Power 




































Late last summer, two new hydroelectric plants began generating 

power in the Northwest. Both demonstrate man’s skill and ingenuity 

in harnessing the forces of Nature, and in each case the engineering and 
construction were handled by Ebasco. 

The Cabinet Gorge project of The Washington Water Power Company 
is powered by the deep, swirling waters of the Clark Fork River which 


roar through Cabinet Gorge. Here an arch dam was constructed 200 feet high, 673, ( 
stretching in a graceful 600-foot arc across the canyon. pnne: 
The Yale Hydroelectric Plant of the Pacific Power & Light Company DUT] 
is one of the largest earth-fill dams and is operated by remote control from pmpat 
the Merwin Hydroelectric Plant, 14 miles downstream, which was ogran 
engineered and constructed by Ebasco in 1931. - 
Ebasco provides a wide range of construction and consulting services to ae 
business and industry all over the world. They are described in our booklet, es eS 
**The Inside Story of Outside Help.” May we send you a copy? Write or gto 
phone Ebasco Services Inc., Dept. W, Two Rector Street, New York 6, N. Y. 5000 
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Industrial Progress 


¢73,000,000 Program in 1954 
pined by Southern Cal. Edison 


NUTHERN California Edison 
mpany’s major plant construction 
gram, Which has amounted to ap- 
pximately $490,000,000 during the 
ht years 1946 through 1953, will 
continued in 1954 with expendi- 
es estimated at $73,000,000 accord- 
pto W. C. Mullendore, president. 
e company spent approximately 
9,000,000 for plant expansion in 
s2 and approximately $73,000,000 
1953. 

Principal additions to the Edison 
tem in 1954 will include new fa- 
ties for steam and hydro genera- 
n; distribution lines, structures and 
tipment ; transmission and distribu- 
m substations, and transmission 


s, 

is $146,000,000 two-year con- 
ction program for 1953-54 is 
valent to approximately 38 per 
nt of the existing Edison plant as of 
ember 31, 1945. Gross plant addi- 
ms for the nine years 1946 through 
4 will amount to approximately 
60,000,000 which is 150 per cent 
ater than the company’s existing 
it at the end of 1945. 


peneral Tel. of Cal. to Spend 
$41,000,000 in 1954 


DTAL expenditures in excess of 
1,000,000 will be made for new 
ipment and facilities by the Gen- 
:! Telephone Company of California 
1954, according to E. M. Blakeslee, 
esident. 

he 1954 program is by far the most 
ensive undertaking by General in 
ingle year and includes estimated 
penditures of over $15,000,000 for 
| office switching equipment and 
000,000 for cable and wire plant 
énsions and replacements. 

Since 1947, General has more than 
bled the number of telephones it 
trates. The company now has 570,- 


000 telephones and a plant valued at 
over $160,000,000 or nearly five times 
its 1947 investment. 


G-E Announces 1954 Instrument 
Transformer Buyer's Guide 


THE 1954 edition of the G-E Instru- 
ment Transformer Buyer’s Guide, 
containing basic, up-to-date informa- 
tion on the complete General Electric 
line, has been announced as available 
from the company at Schenectady 5, 
N.Y. 

The fully illustrated, 96-page pub- 
lication, GEA-4626G, contains rat- 
ings, ASA accuracy classifications, 
and prices of all G-E indoor and out- 
door potential and current transform- 
ers. Listings of ratio and phase-angle 
tests, together with tables covering the 
mechanical and thermal limits of cur- 
rent transformers, are included. 


J-M Issues Catalog of 
Industrial Products 


JOHNS-MANVILLE has issued a 
new edition of its 40-page Industrial 
Products Catalog which offers essen- 
tial data on the following groups of 
products: Insulations, refractory 
products, asbestos cement pipe, pack- 
ings, gaskets, electrical products, fric- 
tional materials, roofing, siding, floor- 
ing, partitions, and ceilings. 

Photographs, diagrams, and text 
have been revised and brought up-to- 
date so that engineers and plant ex- 
ecutives will have the latest informa- 
tion in a compact catalog that is easy 
to use. 

Copies of this “Industrial Prod- 
ucts Catalog” are available by writing 
to Johns-Manville, 22 East 40th street, 
New York 16, New York. 


Union Electric of Mo. Plans 
$30,000,000 Program in 1954 


THE Union Electric Company of 
Missouri spent over $34,000,000 on 


new and expanded facilities in 1953 
and plans to spend nearly $30,000,000 
in 1954. Over the next five years, from 
1954 through 1958 inclusive, the com- 
pany plans to spend about $200,000,- 
000 on expanding facilities. 

Biggest single item in the 1953 con- 
struction budget was the Meramec . 
plant, where the first unit went into 
operation in June. About $12,500,000 
was spent at Meramec in 1953 and an- 
other $6,000,000 will be required to 
complete the second unit, slated for 
completion sometime in the Spring. 


New York State Elec. Opens 
100,000 Kw Unit 


THE New York State Electric & Gas 
Corporation’s new 100,000-kdowatt 
addition to its Greenidge steam elec- 
tric generating station at Dresden has 
gone into operation, climaxing a con- 
struction program of a little more than 
two years, Arnold W. Milliken, vice 
president and general manager, an- 
nounced recently. 

The 100,000-kilowatt turbine gen- 
erator—the largest single unit yet 
placed in operation on the company’s 
entire system—increases the station’s 
production capacity to 192,000 kilo- 
watts. It operates at steam pressures 
and temperatures among the highest 
in utility service. 

Work is well advanced on the con- 
struction of the projected 500,000- 
kilowatt Milliken steam electric gen- 
erating station on a site 15 miles north 
of Ithaca. The first unit will have a 
production capacity of 135,000 kilo- 
watts and will be completed in 1955. 

(Continued on page 28) 
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Throughout its gas and electric 
service areas in New York State, the 
company has added more than $150,- 
000,000 in new property during the 
postwar years, of which about $30,- 
000,000 was expended in 1953. It ex- 
pects to spend about that much for 
new construction in 1954. During the 
ten postwar years ending in 1955, it 
will have made a total new investment 
of more than $200,000,000 in property 
and facilities to serve its customers. 
according to the announcement. 

Under this program the company’s 
capacity to produce electricity in its 
central interconnected system will be 
increased from 170,000 kilowatts at 
the end of World War II to approxi- 
mately 685,000 in 1955, an increase of 
more than a half million kilowatts. 


Sabin Crocker Awarded 
ASA Certificate of Service 
SABIN CROCKER, Ebasco Serv- 
ices, Inc., New York, was awarded a 
certificate of service recently by the 


American Standards Association in 
recognition of his work in the develop- 
ment of American Standards. 

Mr. Crocker represents the Ameri- 
can Society of Mechanical Engineers 
on the Standards Council, one of 
ASA’s two governing bodies. As vice 
chairman he has been especially active 
on the ASA Committee on Code for 
Pressure Piping. 


New York Telephone Plans 
$191,000,000 Outlay 


WITH approximately $191,000,000 
spent on expansion in 1953, New 
York Telephone Company estimates 
the 1954 construction will be almost 
as large, Keith S. McHugh, president, 
announced recently. 

The company added its 6,000,000th 
telephone to service last year and the 
waiting list for service was reduced 
nearly to the vanishing point over 
most of the state at the year end, he 
said, noting that in 93 per cent of the 
central offices no one was waiting for 








A New Report on 


Minnesota Power & Light 
Company 





The recent decision of major steel companies to spend 
about $500,000,000 for the construction of taconite 
plants located in the service area of Minnesota Power & 
Light Company is one of several favorable develop- 
ments affecting the future of this growing electric 
utility company. 

These developments, along with important informa- 
tion concerning earnings, dividends and future pros- 
pects, are discussed in our new Progress Report on 
Minnesota Power & Light Company. If you would like 
a copy without cost or obligation send the coupon below. 
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Please send me your Progress Report on Minnesota Power & Light Company. 
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service. The net increase in phon 
for the year was 280,000 to a total 
6,065,000. 


Peoples Natural Gas Has 
$14,000,000 Program Underw, 


THE Peoples Natural Gas Compay 
Pittsburgh, Pennsylvania, has a $14 
000,000 expansion and improvemem 
program underway. Approximat@a @ 
$9,000,000 was spent during 1953 sm 
improvements and additions, and 
rent estimates call for an additioy 
expenditure of $5,200,000 for ¢q 
tinuing expansion and up-to-date 
placement during 1954. 

For improvements and additio 
made throughout 1953 in its vario 
local service areas alone, Peoples spe 
$4,833,700. Contemplated for 1954 gm 
additional expenditures of $2,783 24 


Houston Lighting Plans 

Accelerated Expansion Progra 
HOUSTON Lighting & Power Cor 
pany, Houston, Texas, has spent mo 
than 115 million dollars in its expa 
sion program during the past fm 
years—an even greater year is fon 
cast for 1954. Company plans call ff 
accelerated expansion, and investme 
of 35 to 40 million dollars during 


program went forward on three majqi 
fronts: installation of additional gem 
erating capacity to keep pace with 

area’s growth and rapidly mountin 
needs for power ; construction of th 
lines and substations needed to brin 
great quantities of power from ge 
erating plants to centers of use; a 
continuation of its service center build 
ing program, designed to speed co 
struction operations and assure 
pendability of electric service suppl 


National City Bank Forms 
Special Industries Group 


THE board of directors of The Ni 
tional City Bank of New York ka 
announced the appointment of Ed 
ward B. White, formerly an assista 
vice president, as a vice president, t 
head the newly constituted Publi; 
Utility Department of the Bank. Thi 
department is one of the units in th 
Special Industries Group which ke 
just been formed within the institu 
tion in which will be concentrate 
supervision of the Bank’s business 4 
the public utility, petroleum, 4! 
transportation industries. 

Mr. White came to National Ci 
immediately upon graduation frog 


(Continued on page 30) 
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New! Great V-8’s and thrifty 6’s including the most 
powerful V-8’s of all leading trucks . . . with revolu- 
tionary hemispherical combustion chamber! Available 
in 14.-, 2-, 214-ton .. . standard on 234-, 3, 314-ton! 
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er builftomparable trucks. More slant to steering wheel post. 


New! Full-vision luxury cabs with big one-piece wind- 
shield! More vision area than in any other leading 
make! New easy-chair seats! New cab sealing against 
dust, drafts! New two-tone interior styling! 


ed comiNew power steering available in 4-ton models! 
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elp reduce your trucking costs ! 


New! Over 75 features! New, low, 
work-saving, time-saving design! 
ew payload increases! New cab 
heating and ventilation! New styl- 
ing from road to roof! New value 
leader models! New shorter conven- 
tional tractors, only 102 inches from 
front bumper to rear of the cab. 
New easy-shifting transmissions! 


YOUR 


Free book on power! Explains the 
3 basic kinds of engine efficiency ... 
tells what they mean to you in 
power and economy! Get your free 
copy at your friendly Dodge 
dealer’s! See him today! 


New! Even greater values...yet 
still priced with the lowest { 


vw DODGE 3 


FRIENDLY DODGE DEALER 


"TRUCKS 


2 great engine line-ups! 





Digs 4 to 9 Jobs Every Day 


Hattendorf-Bliss meet heavy daily schedules of scattered 


jobs—regardless of soil and weather conditions— 


because their Clevelands dig them on time, every time. 


Each extension crew of Hattendorf- 
Bliss, Inc., Cleveland, Ohio contrac- 
tors, completes 4 or 5 jobs every 
day—trench dug, pipe laid, trench 
filled, job cleaned up. The jobs 
average 250-300 feet each, for 4, 
6 and 8 inch pipe and require 
10-15 miles of traveling through 
big-city traffic. 


Hattendorf-Bliss have standardized 
on Clevelands for over 20 years. 
Currently the firm is working 9 
Cleveland trenchers and backfillers 
for many types of trench work. In 
one 10-hour day, a Hattendorf- 
Bliss crew with one Cleveland 
trencher completed 11,000 feet— 


Get the Full Story on Clevelands from Your Local Distributor 


lg v\) 


aA 
SUZ 


over 2 miles—of trench 19” wide 
and 30” deep for a 4” pipeline, in- 
cluding the crossing of a 20’ stream. 


“We go with Clevelands,” say 
Hattendorf-Bliss, “because we 
know from experience they'll do 
every job we schedule them for. 
They stand hard usage and they're 
fast. Their full-crawler mounting 
and low bearing pressure protect 
lawns and sidewalks—we practi- 
cally never have a damage claim. 
And because they're compact and 
easy tO transport, we can really 
cover the distance between jobs 
with safety at good speeds.” 


if” “ii THE CLEVELAND TRENCHER CO. 


tt . 5 39 
Pioneer of the Modern Trencher 
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Harvard University in 1930. He hy 
been associated with the Bank as 
Public Utilities specialist since re 
ing to the organization from }j 
World War II duties with the U, 
Navy. 

The Bank has for many years hyj 
specialists in these industrial field 
and the organizational changes hay 
been effected to concentrate directig] 
of operations in these important are, 
under senior management in th 
Bank’s Domestic Division. This wi 
facilitate the codrdination of Nation 
City’s activities with correspondent 
banks throughout the country, wit) 
whom the Bank codperates on bus: 
ness which is of a size and importane 
to warrant including a New York 
bank as depository and lender. 


Savannah Electric Has 
Large Program 


THE Savannah Electric & Power Cy, 
is now approximately two-thirds of the 
way through the latest phase of an im- 
provement program which has seen the 
outlay of at least $9,000,000 in gross 
expansions since the end of Worl 
War II. 

The newest addition, a $4,500,00 
expansion of the company’s Riverside 
station, was started last January. In 
cluded in the construction program are 
a new turbo-generator and boiler plant 
of more than 20,000 kilowatts capac- 
ity, to bring the total generating capa- 
bilities of the Savannah company to 
some 80,000 kilowatts, or 106,00 
horsepower. This represents an in- 
crease of 100 per cent since 1948, 

In addition to its own generating 
capacity, the company maintains an 
interconnection with the Georgia 
Power Company of 22,000 kilowatts. 

The new plant was designed by the 
Stone & Webster Engineering Corp. 
of Boston which is also supervising 
construction. 


Group Formed to Coordinate 
Electrical Industry Programs 
FORMATION of a new group for 
the codrdination of electrical industry 
sales and promotional programs, to 
be known as the Conference Group 
on Coérdination of Electrical Indus- 
try Sales and Promotional Programs, 
was announced by member organize 

tions. 

According to the announcement, t 
is tailored to fill a long existing ga? 
in codrdinating the over-all sales ef- 
forts of the several national electrical 
industry associations. 

(Continued on page 32) 
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L-N CUSTOM -ENGINEERED 
ELECTRICAL EQUIPMENT 


OC Generators 


Cranking 
Regulators Motors 
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YOU CAN 
RELY on 


WHEREVER YOU LIVE, you rec- 
ognize this view of San Francisco, a 
city famed for its beautiful bridges. 
And San Francisco recognizes the 
Leece-Neville Alternator...it is 
doing a great job there every day on 
cars and trucks of several utilities. 


This is just one of the many places 
where you will find L-N Alternators. 
They’re in Allentown, Amarillo, 
Portland, Montreal and hundreds of 
other city and rural utilities, large 
and small, here and abroad. 


More than seven years of reliable 
performance on thousands of cars 
and trucks has earned this wide ac- 
ceptance of the L-N Alternator as 
a replacement for the conventional 
d.c. generator. 


Because the L-N Alternator delivers 
25 to 40 amperes at curb idle, bat- 
teries stay charged, vehicles keep 
rolling, crews stay on the job. L-N 
Alternators have ample capacity to 


handle a big load of accessories... 
up to 95 amperes on 6 volt systenis; 
to 180 amperes for 12 volt. With the 
L-N Alternator System, two-way 
radio is sufer and clearer. And 
maintenance and operating costs 
are much lower. 


By attaching an L-N Transformer to 
the Alternator, 110 volt power is 
available. Your crews can plug in 
soldering irons, flood lights, electric 
drills and other portable power tools. 
Send for special Transformer folder. 


You can rely on L-N Alternators to 
go on delivering top performance 
year after year with only routine 
maintenance. Transferred from car 
to car, many L-N Alternators have 
run 500,000 miles and more. 


Be sure to specify L-N Alternators 
on your vehicles. For all the facts, 
write The Leece-Neville Co., Cleve- 
land 14, Ohio. Custom-Engineered 
Electrical Equipment Since 1909. 


L-N Alternators 


proved by performance for over 7 years 
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Members presently include Edison 
Electric Institute, [International Asso- 
ciation of Electrical Leagues, Na- 
tional Association of Electrical Dis- 
tributors, National [Electrical Con- 
tractors Association, National Elec- 
trical Manufacturers Association, and 
National Appliance and Radio-Tele- 
vision Dealers Association. 

J. K. Hartman, vice president, The 
Cincinnati Gas and Electric Company, 
and temporary chairman of the Con- 
ference Group, said that “The main 
purpose of this group will be to serve 
as the medium to keep the various as- 
sociations of the electrical industry 


advised on the promotional and sales 
efforts of the others, and to make an 
effort to coordinate these activities for 
the achievement of maximum effec- 
tiveness.” 

Mr. Hartman further stated that 
the program of the Conference Group 
seeks to attain the common objectives 
of the utility, manufacturer, the dis- 
tributor, the dealer and contractor 
through codrdinated advertising and 
promotional campaigns. 


Rust-Oleum Issues New 
General Catalog 
JUST released by the Rust-Oleum 
Corporation, the new 1954 general 
catalog provides an outstanding trea- 








This announcement is neither an ojfer to sell nor a solicitation of an offer to 
buy any of these Bonds. The offer is made only by the Prospectus. 


$35,000,000 


Consolidated Edison Company 
of New York, Inc. 


First and Refunding Mortgage Bonds, 
3%% Series J, due January 1, 1984 


Dated January 1, 1954 


Interest payable January land July lin New York, NV. Y. 


Price 102.77% and Accrued Interest 
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tise on rust prevention and is dedig 
ed to showing all industry how to sf 
rust. 

The catalog features 94 color chi 
and includes complete instructions { 
surface preparation and application 
Rust-Oleum products. 

Application photos are y 
throughout the book to show exag 
how each type of Rust-Oleum prod 
is used. In addition, two pages of 
new catalog are devoted to questig 
and answers. 

Copies of the catalog, Form 
253, may be obtained from the R 
Oleum Corporation, 2799 Oakt 
street, -vanston, Illinois. 


Honeywell Board Elects 
Three to Executive Posts 
CHARLES B. SWEATT has beg 


| elected to the newly created post 


vice chairman of the board of Mit 


| neapolis-Honeywell Regulator Com 


pany and two other officers have bed 


| elected executive vice presidents, 


was announced recently. 

The new executive vice presidenj 
are Tom McDonald and A. M. Wi 
son. Both formerly had the title 0 
vice president. In their new post 
they will assist Paul B. Wisha 
president, in carrying out managerié 


| duties at the policy-making level. 


IN] 


for 


Long Island Lighting Places News 


100,000 KW Unit In Operatio 


LONG Island Lighting Company ha 
placed in operation the first 100,00 
kilowatt unit at its mew generating 
station located on Beach 24th street 
Far Rockaway, Long Island, N. Y 

A key link in the system serving 
Nassau and Suffolk Counties and th 
Rockaway Peninsula, the station has 


including a new substation and other 
related equipment. 


jaxim 
heelbo 
ands v 
lated, ro 


' been under construction for the pasi’ 
year and a half and cost $19,000,000 


With its installation, generating ay a 
pability of the system has been nf 


creased to 574,000 kilowatts. 


A 100,000 kw generating statior ; es 


was added at Glenwood Landing las 
Fall and another is scheduled to }4 
placed in operation there next Fall 
These and the new one at Far Rocka 
way are in addition to existing facil 
ties in these locations. Preliminary 
work on a completely new generating 
station is now under way at Ander 
son Island in Island Park. It is sched 
uled to go into operation in 1956. 
(Continued on Page 34) 
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6-foot headroom. There is a full 6-foot 
to headroom in the load space of METRO bodies. 
; Fall This new feature adds to serviceman’s effi- 
' ciency. Sliding front doors are standard, fold- 
2 ockaq ing doors optional. 
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INTERNATIONALS with standard style 12-foot METRO bodies, used widely 
for public utility field service. Short overall length saves garage and dock space. 


Low Stepwells. Driver time and energy are 


saved by low stepwells and many other ex- 
clusive features. Inside step is only 8 inches 
high, average for household stairs. 


New driver comfort. Exclusive bucket-type 
seat, specially designed to make driver's work 
easier, cushions the driver in foam rubber 
comfort. Folding steel back. Adjustable seat 
folds and swings forward. 


ulti-stop leader 


L-WEATHER WORKSHOP ON WHEELS 


INTERNATIONAL Trucks with Metro® bodies have 
been the leader in the multi-stop field for 15 straight 
years. They give lowest-cost performance because 
the rugged INTERNATIONAL chassis and the all-steel 
METRO body are specialized for the frequent stops 
required in field and repair service. 


More Work Space. Every METRO body has greater load space, rang- 
ing from 243 cu. ft. for the standard back 73/,-ft. body to 392 ft. for the 
flatback 12-ft. body. This transformer service truck is an example of the 
scores of adaptations of the METRO body in use by public utilities. 


Get the long life and low operating cost of the 
INTERNATIONAL chassis, the unusually low 
maintenance cost of the METRO body. Compare 
INTERNATIONAL with any other service truck. 


More payload space. Eight body sizes, two body 
styles—standard or flatback. Four body lengths— 
734, 9%, 1014, and 12-ft.; each has increased capacity. 
New capacities range from 243 to 392 cu. ft. 

New driver convenience. New full 6-foot headroom. 
Low stepwells. Sliding front doors standard, folding 
doors optional. Six rear door options. 

New driver comfort. New broadleaf springs. New 
shock absorbers. Lower center of gravity. New toe- 
board angle. 

New savings. New downdraft carburetion for greater 
fuel economy. New cushioned disc clutch for longer 
life, smoother operation. 

Six chassis models, 102, 115, 122, and 134-inch wheel- 
bases. GVW ratings, 5,400 to 11,000 Ibs. 

Ask your INTERNATIONAL Dealer or Branch for a dem- 
onstration. Time payments arranged. 


INTERNATIONAL HARVESTER COMPANY ° CHICAGO 


international Harvester Builds McCORMICK® Farm Equipment and FARMALL® Tractors... Motor Trucks... industrial Power... Refrigerators and Freezers 


FAI ae 


Better roads mean a better America 
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“Standard of the Highway” 





AIR POLLUTION 


How high 
should a 


smoke stack 
be? 


From of experi tation general rules have been 
formulated to establish the behaviour of smoke wastes from 
chimneys. Meteorological knowledge of time, temperature, 
humidity and turbulence can be established for your own 
plant location. 


d d 





If you have an air pollution problem in your manufac- 
turing process... 

Before you build or buy that new plant... before you 
modify your present equipment... 

Better get the latest meteorological facts about your 
present or future location. 


They can save you a lot of money. 


Did you know that even the location of your chimney 
can help control air pollution? 


Can you process at night under more favorable condi- 
tions? Can you make better use of wind speed and direc- 
tion to control air pollution? 


Foresighted Company Officials 
Management, making full use of meteorological condi- 
tions above a plant site, can anticipate exactly what will 
happen to smoke from a stack before a blue print is 
drawn... or a steam shovel digs out the first foundation. 


Bendix-Friez . . . the standard of the world for meteoro- 
logical instruments for 77 years offers you all its facilities 
to help you find a practical, economical approach to your 
air pollution problems . . . now or before they start. 


Write to the address below. 


am, 


HYGRO-THERMOGRAPH 

The leader in its field. Noted for 
precise accuracy and long-time 
dependability. Portable, easy to 
operate. Widely used in labora- 
tories, factories and offices. 


* FRIEZ INSTRUMENT 


Division of 


AEROVANE Indicates and records 
wind speed and direction. Recog- 
nized as “‘best all-purpose wind 
measuring instrument yet de- 
vised.”’ Readily installed and 
easily maintained. 


poorer 





AVIATION CORPORATION 


1463 Taylor Ave., Balto. 4, Md. 





EXPORT SALES 
Bendix let, 43. t Paliwiel, 
_ 205 E.42nd St., New York 17, N.Y.U.S.A. 
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Blaw-Knox Receives Large Piping Orders from TV 


THE Blaw-Knox Company recently received two lary 
piping orders totaling about $5,600,000 from the Tenne 
see Valley Authority. 

The more recent contract amounts to $2,600,000, ay 
covers piping to be fabricated for and installed at TVA 
Gallatin, Tennessee, steam power station. This statig 
will have two 250,000-kw generators, among the large 
steam turbine generators ever built. 

Blaw-Knox Company’s Power Piping & Sprinkler 
vision is presently doing shop work on another contraf 
recently received from TVA and which will approximy 
$3,000,000. This covers piping for four 200,000-kw ge 
erators at TVA’s Colbert steam power station at Pri¢ 
Alabama. 


A-C Issues Bulletin on Distribution Regulators ¥ 


ALLIS-CHALMERS Manufacturing Company has 
sued a new 12-page bulletin describing the external ay 
internal features of Allis-Chalmers distribution regul 
tors (Type JFR). 

The design and construction details of the latest “Quid 
Break” tap-changing mechanism, improved “Feathe 
Touch” control and unit construction are pictorially di 
played and discussed. Examples of how easily the regi 
lators can be installed—at a substation, on a pole or ple 
form near the load—are also given. 

Copies of the bulletin, “Allis-Chalmers Distributia 
Regulators,” 21B7977, are available on request frog 
Allis-Chalmers Manufacturing Co., 965 South 70th stree 
Milwaukee, Wis. 


Consumers Power Places Third Unit in Servicell 
At Whiting Plant 


CONSUMERS Power Company recently placed in seri 
ice a third unit at the Justin R. Whiting Plant, of 106,00 
kw capacity. A 135,000 kw unit is under construction: 
the John C. Weadock plant for service in 1955 and an 
nouncement has been made of a 135,000 kw unit at th 

B. C. Cobb plant for operation in 1956. 


A.T.&T. Spent $1,400,000,000 
In 1953 on Construction 


THE American Telephone & Telegraph Company ani 
its subsidiaries spent $1,400,000,000 for new constructiay 
to meet demands and to provide service in 1953. Preseti 
plans call for a program on a similar scale this year. ff 
According to Cleo F. Craig, president of A.T.&T., mort 
than 430,000 people are waiting for telephones, and mort 
than a million party line customers want individual lines 
or lines that they would share with fewer other people 
On top of this is the continuing new demand for service 


New Bulletin Describes Yale Industrial Trucks 


COMPARATIVE data and specifications on Yale Gaso 
line, Diesel and Liquid Petroleum Gas powered fork litt 
trucks with capacities from 1,000 to 10,000 Ibs. are aval: 
able in a newly revised bulletin (5101B) from the Yak 
Materials Handling Division, The Yale & Towne Mant: 
facturing Company, Philadelphia. 

The brochure contains both photographs and diagrams 
in two colors describing features of the equipment. A spt 
cial page depicts a number of the Yale attachments whit 
are available to increase fork truck versatility. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tuer American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
end ether principal elties 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ford, Bacon & Davis 
vauwarions Engineers  oiiecses" 


NEW YORK © CHICAGO e LOS ANGELES 





(Professional Directory Continued on Next Page) 

















PROFESSIONAL DIRECTORY (continued) 





FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 


88 CHESTNUT STREET, RIDGEWOOD, N. J. 











GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 











ENGINEERS ° CONSULTANTS ° CONSTRUCTORS 


READING, PA. 


© WASHINGTON @ ROME 
FOUNDED 1906 © PHILADELPHIA ° 


MANILA 
@ NEW YORK @ MEDELLIN 


GA GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Seuth LaSelle Street e CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














Mention the FortnicHtLy—It identifies your inquiry 














PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 


















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








ow huljian loyporalion 
ENGKLNEERS e Cen sre UCT Owe 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS - 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
ioe Utility Management Consultants Specializing in REGULATORY 
A 
WATER COST ANALYSIS PROBLEMS 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis te Manegemeant’’ 























N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














































sare MIDDLE WEST FINANCE 
“aa SERVICE Preemie 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














Pioneer Service ee Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 







431 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 























(Professional Directory Continued on Next Page) 











PROFESSIONAL DIRECTORY (continued) 





* , Complete Services for 

ened JEP PUN a ij « C0, Gas and Electric Utilities 
AA. DESIGN - ENGINEERING » CONSTRUCTION Designing ° Engineering ¢ Construction 
Piping * Equipment ¢ Surveys ¢ Plans 


Dept. No. 148, 210 W..10th. St., Kansas City 5, Mo. Steam or Diese! Power Plants 
Alterations * Expansions 














THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 











ar 
CONSTRUCTORS 


SANDERSON & PORTER Sap 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicege 3, Ili. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 
Ineluding Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 





Mention the FortNIGHTLY—It identifies your inquiry 





























PROFESSIONAL DIRECTORY (concluded) 








ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
Airfields, Refuse incinerators, Dams 
Power Plants, Flood Control 
industrial Buildings 

Dp s 


City Planning, Reports, Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—BATES 


79 East Adams Street Chicago 8, Illinois 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cuicaco 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


fee e, Bem Si oy. a ae) 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


! +1 4 Resorte—A 
1 





oP 


Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys 








A. S. SCHULMAN ELECctTRIC Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGBSLES 














FRANCIS S. HABERLY 


CONSULTING BNGINBER 


Valuations — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVBNUB, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortniGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & Friel, Inc., Engineers 
*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Perforator Company, The . 
*Analysts Journal, The 

*A-P Controls Corporation 

Automatic Electric Company 


Babcock & Wilcox Company, The 
Barber-Greene Company 

*Beaumont Birch Company 

*Bituminous Coal Institute 

Black & Veatch, Consulting Engineers 
*Blaw-Knox Division of Blaw-Knox Co. 

*Blyth & Company 

Boddy-Benjamin and Woodhouse, Inc. ...... 


Cc 


Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co. 

Columbia Gas System, Inc. ............ Inside Back Cover 
Commonwealth Associates, Inc. ....... 24 
Commonwealth Services, Inc. 


Consolidated Gas and Service Co. 


Day & Zimmermann Inc., Engineers . 
Delta-Star Electric Division ..... 
Dodge Division of Chrysler Corp. 


Ebasco Services Incorporated 
*Electric Storage Battery Company, ‘The 


F 


*First Boston Corporation eee 

Ford, Bacon & Davis, Inc., Engineers .... 
Foster Associates 

Friez Instrument Div. of Bendix Aviation Corp. 


G 


Gannett Fleming Corddry and Carpenter, Inc. 
General Electric Company 

Gibbs & Hill, Inc., Consulting Engineers .. 
Gibson, A. C., Company, Inc. . 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 
*Glore, Forgan & Co. ............... 
*Guaranty Trust Co. of New York 


H 


Haberly, Francis S., Consulting Engineer 
*Halsey, Stuart & Company, Inc. 

Hartt, Jay Samuel, Consulting Engineer 
Hill, Cyrus G., Engineers 

Hirsch, Gustav, Organization, Inc. . 
Hoosier Engineering Company 


*International Business Machines Corporation 
International Harvester Company, Inc. 
Irving Trust Co. 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers ... 
Jensen, Bowen & Farrell, Engineers 
*Justrite Manufacturing Company .. 


Kidder, Peabody & Co. 

Kinnear Manufacturing Company, The .. 
*Koenig Iron Works 

Kuljian Corporation, The ....... 


*Langley, W. C., & Co. 

Laramore and Douglass, Inc., Engineers .. 
Leece-Neville Co., The 

Leffler, William S., Engineers Associated . 

*Lehman Brothers eee 
*Loftus, Peter F., Corporation Sees 
Lougee, N. A., & Company, Engineers ..... 

Lucas & Luick, Engineers 

Lutz & May, Consulting Engineers ... 


*Main, Chas. T., Inc., Engineers 
*Mercoid Corporation, The 

*Merrill Lynch, Pierce, Fenner & Beane 
*Meyercord Co., The 

Middle West Service Co. 

Morgan Stanley & vs 
*Motorola, Inc. ... 


*National Association of Railroad and 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Co. 
Outside Back Cover 
*Nuclear Development Associates, Inc. 


P 
*Petersen Engineering Company ..... 
Pioneer Service & Engineering Company 
Pritchard, J. F., & Co. Re 


R 
Recording & Statistical Corporation 
Remington Rand Inc. 
Robertson, H. H., Company 
Rust Engineering Company, The 


$s 
Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers .. 
Schulman, A. S., Electric Co., Engineers 
Sloan, Cook & Lowe, Consulting Engineers 
*Smith, Barney & Co. 
*Sorg Printing Company, Inc., The 
*Southern Coal Company, Inc. 
*Sprague Meter Company, The 


*Union Securities Corporation ... 
*United States Steel Corporation 


Western Precipitation Corporation 
*Westinghouse Electric Corporation 

White, J. G., Engineering Corporation, The ... 
White Motor Company, The 

Whitman, Requardt and Associates . 





FOR CLEANER 
COOKING 


EASIER 7 
REFRIGERATION “ 


ey 


ii. 


olumbia Gas System 
delivers a modern miracle = A 
24 Hours -A- Day! 


FOR CHEAPER 
DRYING 


FOR INSTANT 
HOT WATER 


COLUMBIA 
GAS 
SYSTEM 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Company, 
Virginia Gas Distribution Corporation, Virginia Gas Transmission Corporation, Big Marsh Oil Company, Central Kentucky 
Natural Gas Company; COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers 
Light and Heat Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, 
The Keystone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
Ibs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 





al 


Biath of ( 200-ton > Mf 


This disc for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 


First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 


gration of skill and production facilities. NEWPORT 
Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- NEWS 


lated to water power equipment. 


— 





Avail yourself of the engineering talent, along with the special- Shipbuilding —_ 
ized production techniques and the skill of Newport News crafts- Dry Dock Compa ty 
men operating vast steel fabricating shops, five huge machine shops, Newport News, Vir ‘inia 
drop forging and die facilities along with acres of brass, iron and 
steel foundries. 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
...it’s yours for the asking. 





